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June 14, 1982 


TO THE HONOURABLE JOHN BLACK AIRD 
GO. Cones ee ae Dc 


Lieutenant Governor of the Province of Ontario 


MAY IT PLEASE YOUR HONOUR: 


I take pleasure in submitting the 
Twenty Second Annual Report of the Ontario Energy 


Board for the fiscal year ended March 31, 1982. 


Respectfully submitted, / 
as =, (eh oe 


Robert Welch 
Minister of Energy 
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14 Carlton Street 
Energy Toronto Ontario 
Board M5B 1J2 


June 7, 1982 


Honourable Robert Welch, Q.C. 
Minister of Energy 

Queen's Park 

Toronto, Ontario 

M7A 2B7 


Dear Minister: 


I have the honour to present herewith the 
Annual Report of the Ontario Energy Board for 
the fiscal year ended March 31, 1982. 


Respectfully submitted, 


bl. Donde. 


Robert H. Clendining 
Chairman 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 
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& Principal Natural Gas Pipelines in Ontario 
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- Major Ontario Natural Gas Utilities 

E* Brochure 


- "How Does a Gas Utility Change Its Rates? 


Metric Conversion 


Many of the quantitative references in this Report are 
expressed in metric units. The following conversion 
table is provided for your convenience. 


cubic metre 207 0ess thousand cubic feet (Mcf) 


thousand cubic feet (Mcf)=28.328 cubic metres (m°) 

thousand cubic metres (10°m*)=0.0353 million cubic feet (MMcf) 
million cubic feet (MMcf)=28.328 thousand cubic metres (10°m>) 
kilometre (km)=0.6214 miles 


mile=1.609 kilometres (km) 


INTRODUCTION 


Role of the Board 


The Ontario Energy Board has jurisdiction over 
energy-related matters including regulation of natural gas 
rates, municipal franchise approvals, hydrocarbon pipeline 
construction and related environmental concerns, expro- 


priations and control of utility accounting procedures. 


No natural gas utility operating in Ontario under the 
Board's jurisdiction can change its rates, construct 
certain facilities or enter into franchise agreements with 
municipalities without first obtaining the approval of the 


Board through the public hearing process. 


Upon reference being made to it, the Board also acts 
in an advisory role to the Minister of Energy with regard 
to Ontario Hydro, to the Minister of Natural Resources 
respecting certain oil and gas production concerns, and to 
the Lieutenant Governor in Council on other energy 


matters. 


Appendix 'A' contains a more complete outline of the 


jurisdiction of the Board. 


Major Activities of the Board 


The major activities of the Board continued to be 
rate-related matters resulting from the rapidly increasing 
wholesale price of natural gas from Western Canada and the 


cost of distributing IL sto: customers: i 


Ontario natural gas utilities came before the Board 
with a total of 22 main and interim applications for rates 
changes during the fiscal year. These, and 14, other 
proceedings, including as reference frome ChesMinisrer or 
Energy with respect to Ontario Hydro's bulk power rates, 


are described in greater detail in this Report. 


Further to information in the previous Annual Report, 
the Board continued with its efforts to streamline the 
regulatory process. In conjunction with a review by 
consultants, a number of changes are being implemented 
including an attempt to schedule in advance the entire 
process, from filing of an application to issuance of a 
“final order, within a specified period of time. This 


approach is now being tried on an experimental basis. 


In order to assist natural gas users and the public 
in general to better understand the rates setting process, 
the Board published a brochure entitled, "How Does a Gas 
Utility Change Its Rates?" The brochure has been sent to 
Members of the Legislature, all Ontario municipalities and 
others, including the media. A copy of the brochure, 


available to anyone, is enclosed with this Report. 


REGULATORY HEARINGS 


Natural Gas Rates 


Introduction 


An understanding of the elements affecting the supply 
and pricing of natural gas distributed and sold in the 
Province is helpful in a review of natural gas rates 
hearings. While some natural gas is produced in Ontario 
the largest portion (approximately 98 per cent) is 
delivered from Western Canada by TransCanada PipeLines 
Limited. Ontario natural gas utilities must purchase most 


of their, supply. from_this,source. 


There are two principle causes of increasing natural 
gas prices in Ontario. The most frequent, and the 
largest in dollar terms, is the cost of gas. This is a 
combination of the wholesale price of natural gas 
delivered from Western Canada, as determined by the 
Federal government, plus the excise or natural gas tax 
which the Federal government is now imposing, in increas- 


ing amounts, on top of the wholesale purchase price. 


The second major cause is the revenue required by 
Ontario natural gas utilities to operate their companies, 
to raise necessary capital and to provide service to their 
customers in a safe and efficient manner. These 
in-province distribution costs, are a relatively small 
component of the rates paid by customers. Ironically, it 
is these costs which are the subject of much scrutiny at 
public hearings. On the other hand, the sizeable Federal 
gas costs are generally straight forward and hearings 


related solely to them are usually short. 


Before these Federally imposed gas cost increases can 
be passed through to customers, Provincial legislation 
requires that approval be obtained from the Ontario Energy 
Board. The Board must be satisfied that these costs 
warrant being passed through and determine whether the 
utility can absorb some or all of the cost. In recent 
years, all, such. gas, cost increases have beénjpassedyon (to 


the customers. 


These increases affect residential customers as well 


as commercial and industrial gas users. 


In the next year, the Federal government will 
continue with its program of increasing natural gas costs 
and excise taxes. This is apart from any revenue 
increases which the Ontario natural gas utilities may 
request to maintain their financial integrity. All of 
these increases, regardless of cause will, however, be 


subject to the Board's approval process. 


During the fiscal year increases in the cost of 
natural gas imposed on the gas utilities by the Federal 


government were as follows: 


Effective Date Amount of Increase Reason 

Mayo la 1981 $5.30 per 103m3 natural gas tax 
Jul vind: Loo $5.30 per 103m3 natural gas tax 
February 1, 1982 $7.77 per 103m3 natural gas tax 
Febrmuary ),..1982 $9.88 per 103m3 wholesale gas costs 


The major natural gas utilities (The Consumers' Gas 
Company Ltd., Northern and Central Gas Corporation Limited 
and Union Gas Limited) now file their rates in metric 
units. All residential rates changes granted to each of 


these utilities during the fiscal year, are shown in 
Appendix 'B', 


The following are highlights of rates cases dealt 


with by the Board during the fiscal year. 


The Consumers’ Gas Company Ltd. 


ie Consumers' distributes natural gas in parts of 
southern and eastern Ontario, including Metropolitan 
Toronto. It also operates under the names of Brockville 


Gas, Grimsby Gas, Ottawa Gas and Provincial Gas. 


By Ontario Regulation 330/81 the Lieutenant Governor 
in Council permitted Hiram Walker Resources Ltd. to 
acquire all the shares of Hiram Walker-Consumers Home 
Ltd. in exchange for its own shares. The natural gas. 
distribution operations of Hiram Walker-Consumers Home 
Ltd. became a wholly-owned subsidiary of Hiram Walker 
Resources Ltd. under the name of The Consumers" Gas 


Company Ltd. 


In its decision of January 27, 1982, on Consumers' 
Main rates application, the Board found a revenue 
deficiency of $77.6 million. The Board had allowed 
$50.9 million.of this on an interim basis effective 
October 1, 1981 at the same time as a gas cost increase. 
The balance of $26.7 million resulted in rates increases 
in February 1982, at which time increases in the Toronto 
city-gate price of natural gas and Federal natural gas 


taxes also became effective. 


Consumers' proposed capital expansion program was one 
of the major issues in this hearing. The Board approved 
Consumers' tighter feasibility criteria reflecting the 
very high cost of money, and stated that in the present 


capital market it would be prudent and necessary 


for utility management to restrain capital expansion 
spending. The Board also determined that contributions in 
aid of construction must be obtained from new customers 


before undertaking system expansion that does not meet the 


feasftbility test. 


Following the Board's decision, members of the 
Ontario New Democratic Party petitioned the Lieutenant 
Governor in Council to lower or postpone the February 1982 
rates increases resulting from the revenue deficiency. 


The petition was pending at the end of the frseal year. } 


A new main rates application was filed by Consumers' 
near the end of the fiscal year and will be heard this 


year. 


Inter-—City Gas Corporation 


Inter-City is a Manitoba utility which also distri- 


butes gas in and west of Fort Frances, Ontario. 


Inter-City was granted the following interim rates 


increases during the fiscal year: 


Amount of 
Effective Date Increase | Reason 
May 1, 1981 IS... ¢" pe rinct Federal natural gas tax 
JuLyekpelLoet PoLi¢. peEaMes Federal natural .gas..tax 
August 1, 1981 2.72¢ per Mcf revenue deficiency 


February Laelg9s2 46.57¢ per Mcf wholesale gas costs and 

Federal natural gas tax 

The Board also approved rates under which Inter-City 
would provide temporary winter service to Boise Cascade 


Canada Limited from November 1, 1981, to April 1, 1982. 


The hearing of Inter-City's main rates application 
was completed in January 1982 and the decision was pending 


at the end of the fiscal year. 


Natural Resource Gas Limited 


Natural Resource Gas (NRG) is a small utility serving 
Aylmer and surrounding communities. It purchases its 
natural gas supply from Union Gas, Consumers' Gas and 


local producers. 


NRG filed a main rates application in November 1981. 
After three days of hearings in February 1982, the matter 
was adjourned pending the request and filing of further 


information. 


During the fiscal year NRG was granted the following 


interim rates increases: 


Amount 
Effective Date of Increase Reason 

August 1, 1981 9¢ per Mcf Federal natural gas tax 
October 5, 1981 21¢ per Mcf wholesale gas costs 
December 1, 1981 SG, Der LNCE revenue,dericiency 
February ly 41952 19 Cs per? Mer wholesale gas costs and 

Federal natural gas tax 
March 1,, 1982 43¢ per Mcf wholesale gas costs 
March 19, 1982 40¢ per Mcf revenue deficiency 


Northern and Central Gas Corporation Limited 


Northern and Central distributes natural gas in parts 


of northern and southeastern Ontario. 


In its decision of June 15, 1981, on Northern and 
Central's main rates application, the Board found a 
revenue deficiency of $7.9 million. This resulted in 
rates increases on that date followed by further increases 
in July 1981 resulting from Federal natural gas taxes. 

(An earlier Federal gas tax increase had resulted in an 


increase on May 1, 1981.) 


A major issue in this case was the regulatory treat- 
ment relating to the Atikokan pipeline; wherein two large 
volume industrial customers using this pipeline had ceased 
operations, one late in the test year and the other in the 
following year. The Board concluded that there was insuf- 
ficient evidence to support the exclusion of a major 
portion of the cost of the pipeline from the rate base on 
the basis that it was not "used or useful" in the test 
year. The Board, however, refused Northern and Central's 
request that sales revenues be normalized by eliminating 
$10.3 million, the revenue from sales to the two customers 


in the test year. 


Northern and Central filed a new main rates applica- 
tion in November 1981. It included a request for interim 
rate relief due to a revenue deficiency which Northern and 
Central said would be incurred in 1982. In an interim 
decision the Board found a revenue deficiency of $4.5 mil- 
lion and approved rates increases effective March l, 

1982. This followed a substantial increase on February 5, 


1982 related to gas costs and natural gas taxes. 


Tecumseh Gas Storage Limited 


Tecumseh does not distribute natural gas but provides 
underground gas storage facilities in Lambton County to 
The Consumers' Gas Company Ltd. 


The decision in Tecumseh's first main rates 
application was released during the fiscal year. The 
Board found a revenue deficiency of $943,584 based on 


fiscal 1980 and increased Tecumseh's rates accordingly, 
effective November 1, 1981. 


The major issue in the case was the amount to be 
included in rate base for storage pools purchased by 
Tecumseh. The Board determined a rate base component 
$1.6 million less than the figure proposed by Tecumseh. 
Tecumseh filed a new application towards the end of the 


fiscal year. 


Union Gas Limited 


“Union distributes natural gas in most of southwestern 


Ontario. 


In its decision of September 14, 1981, on Union's 
main rates application, the Board found a revenue 
deficiency of $15.1 million. This resulted in rates 
increases on October 5, 1981, at which time increases in 


Federal natural gas taxes also became effective. 


Rate of return, meter reading, billing procedures and 
security deposits for residential customers, were major 
issues at this hearing. The Board ordered Union to file 
-before its next main rates hearing a report examining 
methods of improving its capability of checking natural 
gas bills for over-estimates and meter reading errors. 
Union was also ordered to report, at the next main 
hearing, on the progress of its test of a micro-processor 
meter reading system. The Board also directed Union to 
undertake an information program to advise residential 
customers of matters that can affect their credit rating 


and the need for security deposits. 


Union's application for increased rates, in order to 
pass on to its customers $24.5 million in premium costs of 
synthetic natural gas purchased from Petrosar Limited, was 


heard during the fiscal year. The major issue in the case 


10 


was whether Union's directors and management acted pru- 
dently in entering into a synthetic natural gas purchase 
contract with Petrosar Limited in 1974. While being 
critical of Union's directors and management, the Board 
determined that under the circumstances as they were known 
to exist in 1974 their action or inaction did not yeonsti- 
tute imprudence. The Board permitted amortization of the 
premium over four years but, to provide incentive for 
Union's management to continue its efforts to mitigate the 
effect of the premium costs, rejected Union's proposal 
that there should be a return or interest on the unamor- 
tized portion. The decision resulted in uniform rates 


increases effective February 1, 1982. 


One month later, Federal natural gas taxes and gas 


costs resulted in another rates increase. 


Leave to appeal the Board's decision in the Petrosar 
case to the Divisional Court has been filed by Dow 
Chemical Canada Inc. The matter was pending at the end of 


the fiscal year. 


During the fiscal year the Board extended the rates 
to be paid by Union for storage in the Bickford and Sombra 
Pools, and approved rates to be charged to Consumers' by 
Union under the short-term gas storage agreement referred 
to in the Gas Storage section of this Report. 


A new main rates application was filed by Union in 
October 1981. It was heard in January and February 1982 


and the decision was pending at the end of the fiscal 
year. 


eT 


Wellandport Gas Limited 


Wellandport is a small natural gas utility serving 
customers in the Townships of West Lincoln and Wainfleet 
in the Regional Municipality of Niagara. It produces most 
of its own natural gas but also purchases some from Union 


Gas Limited. 


The Board issued an interim order increasing 
Wellandport's rates by about $1.40 per Mcf for gas billed 
on and after December 1, 1981, due to increased Federal 


natural gas taxes, gas purchase costs and operating costs. 


Gas Storage 


The Board approved the parties, term and storage 
volume of a proposed short-term gas storage agreement 
whereby Union would store natural gas for Consumers'. The 
Board also approved a proposed change in the volume being 
stored by Union for the Kingston Public Utilities 


Commission. 


Pipeline Construction 


The Board granted Union Gas Limited leave to 
construct the following three looping sections of its 


existing Dawn-Trafalgar transmission pipelines: 


Distance 
London valve site in the Township of 
London to St. Marys valve site in 
the Township of West Nissouri 14 km 
Kerwood valve site in the Township of 
Metcalfe to Strathroy gate station 
in the Township of Caradoc 11. km 


Bright compressor station in the 

Township of Blandford-Blenheim to 

Owen Sound valve site in the 

Township of North Dumfries 18 km 


I? 


Leave was granted subject to certain conditions relating 


primarily to environmental matters. 


Pipeline Exemptions 


In special circumstances the Board may exempt a 
person from obtaining leave to construct a particular 


transmission pipeline. Two exemption orders were made 


during the fiscal year: 


Union Gas was granted an exemption to replace three 
short sections of the Amherstburg line in the 
Township of Anderdon, County of Essex; and 


an amendment was made to a portion of the route of a 
15-kilometre line from the City of Sudbury to the 
Town of Rayside-Balfour for which Northern and 
Central was granted an exemption in the previous 
fiscal year. 


Arbitration 


Proceedings in the application to determine compensa- 
tion payable by Union Gas to the owners of oil and natural 
gas and storage rights in the Bentpath Pool in the 
Township of Dawn, were outlined in the Board's previous 
Annual Report. In the fiscal year just ended, the Board 
consolidated two other applications with the compensation 
proceeding and dealt with further procedural matters. The 
hearing began on December 1, 1981, and ended on March 4, 
1982, after 16 sitting days. Written argument has been 
completed and the Board will render its decision this 


year. 


Accounting Orders 


In April 1981 the Board issued to Union Gas Limited 
an accounting order determining the appropriate accounting 


treatment of the 5 per cent Federal income tax surcharge. 


Certificates and Franchises 


US; 


The Board granted 14 certificates of public conveni- 


ence and necessity to construct works and supply natural 


gas as follows: 


Consumers! Gas 


City of Oshawa; Town of Whitby 


Natural Resource Gas - Town of Aylmer; Villages of 


Union Gas 


Belmont, Port Burwell, 
Springfield and Vienna; Town- 
ships of Bayham, Norfolk, North 
Dorchester, South Dorchester, 
South West Oxford and 
Westminster 

Township of Stanley 


The Board also approved or prescribed the terms and 


conditions of 18 Eranchises for the distribution of natural 


gas as follows: 


Consumers! Gas 


Natural Resource Gas 
Northern & Central 
Gas 

Union Gas 


Cities of Oshawa, Ottawa and 
St. Catharines 

(same municipalities as above) 
District Municipality of 
Muskoka* 

City of St. Thomas; Townships 
of Stanley* and Zorra* 


In its reasons for decision in the Ottawa franchise 


matter the Board reaffirmed the principle that franchise 


agreements should not contain terms and conditions 


requiring payments from a distributor to the municipality 


over and above the normal municipal taxes. 


*municipalities franchised for the first time. 


ADVISORY HEARINGS 


The Board's advisory role differs from its regulatory 
role which includes the authority to order Ontario natural 
gas utilities to implement Board decisions. In its 
advisory capacity, the Board reviews at public hearings 
such matters as Ontario Hydro bulk power rate proposals 


and makes a report containing recommendations. 


Ontario Hydro 


In April 1981 the Minister of Energy referred to the 
Board for examination and report, a proposal by Ontario 
Hydro to increase its rates effective January 1, 1982. 
Ontario Hydro proposed a 1982 revenue requirement of 
$2,862 million and an average bulk power rates increase of 


8.6 per cent. 


The hearing was held in June and July and the Board 
made its report on August 31, 1981. It contained the 


following opinions and recommendations: — 


Recommendations and findings 
relating to the 1982 rate proposal 
pac eh Reed ek teh Dior hen! Di ele As YEREN CAL'S) 


de Ontario Hydro's forecast of bulk power costs for 1982 
is excessive by an amount of $85.3 million. 
2) After taking into account the revisions made by 


Ontario Hydro to its proposal, the bulk power rates 
increase for 1982 should be approximately 6.5 per 
cent. 

oh) All proposed bulk power rates for 1982 should be 
adjusted downward by Ontario Hydro in an equitable 
manner to the level indicated. 


4) Decommissioning costs should be based on restricted 
Site use and be subject to further review as may be 
necessary. 

5) Ontario Hydro's accounting policy to amortize gains 


or losses on premature retirement of debt should be 
deferred until the matter can be re-examined more 
fully at the next bulk power rates hearing. 


6 ) The electric furnace rates differential in 1981 
should be continued in 1982. 


1) 


2) 


3) 


ay 
5) 


6) 


7) 


Recommendations relating to future hearings 


Staff levels of Ontario Hydro should be included and 
disclosed in the supporting detail of Ontario Hydro's 
bulk power rates proposal. 

Early completion of the development and application 
of performance indices on a remuneration related 
basis should be accorded a higher priority by Ontario 
Hydro. 

Ontario Hydro should consider deferring more planned 
Outages at Pickering Nuclear Generating Station on 
existing units until Pickering Units 5 and 6 come 
into service in 1983. 

Commissioning of Pickering Units 5 and 6 should be 
expedited to the utmost. 

All revenue accounts such as internal sales should be 
shown separately and not netted out. 

An examination of capital expenditure and capital 
cost control should be undertaken by the Ontarto 
Energy Board in the near future. 

Ontario Hydro should pursue its study on cash manage- 
ment. 


The Board also recommended that Section 62 of the 


Power Corporation Act be amended to increase the rate of 


interest chargeable on overdue accounts to more realistic 


levels. 


185) 


OTHER MATTERS 


Ontario Pipeline Coordination Committee (OPCC) 


The OPCC is comprised of representatives from the 
Ministries of Agriculture and Food, Consumer and Commer- 
cial Relations, Environment, and Natural Resources and 1s 
chaired by the Board's Special Projects Officer. Other 
Ministries, such as Citizenship and Culture, Municipal 
Affairs and Housing, and Energy, participate depending 


upon the impact of specific pipeline projects. 


The purpose of the OPCC is to ensure that pipelines 
have minimal undesirable effect on the land by requiring 


hate: 


- sensitive areas be avoided in route selection; 

- landowners be adequately notified and informed; 

- construction procedures and schedules be 
developed to cause the least disturbance to the 
right-of-way and surroundings; and 

- clean-up and restoration measures be responsibly 
implemented to restore the right-of-way to as 
good a condition as existed before the project 


was started. 


During the fiscal year, the OPCC assisted Board 
counsel during the hearing of pipeline applications and 
recommended conditions of approval to the Board. It also 
monitored construction and site restoration to ensure that 


the conditions of Board orders were implemented. 


In addition, the OPCC assisted the Ministry of Energy 
before the National Energy Board during the hearing of 
TransCanada PipeLines' application to build a large 
diameter, high pressure natural gas transmission line from 
North Bay to Morrisburg. Construction, in Ontario, oL 


Federally regulated pipelines was also monitored by the 
OBCC. 


There are over 13,000 kilometres of transmission 
pipeline in Ontario transporting natural gas, crude oil 
and petroleum products. During the fiscal year the OPCC 
was involved in monitoring various stages of construction 
of some 760 kilometres of natural gas pipeline. 

Appendix 'C' shows the general location of these pipeline 


systems. 


Administration 


The Board's total (unaudited) expenditures for the 
fiscal year were $1,863,015 of which $472,321 was 
recovered from applicants by way of fees and costs, and 


paid into the Consolidated Revenue Fund of the Province. 


At the end of the fiscal year the staff of the Board 


totalled 32. Board members and senior staff were: 


R. H. Clendining - Chairman 

I. C. MacNabb - Vice Chairman 

S. J. Wychowanec -—- Vice Chairman 

HH. RS Chacrerson- §=7 Semper 

Jr. tRiee Dunn —- Member 

Diet-< vThornton - Member 

D. M. Treadgold - Member 

J anGie But ber - Part-time Member 

R. R. Perdue - Part-time Member 

O:.. tus Cook - (Acting) Director of Operations 
(also Manager, Financial Analysis 
and Energy Returns Officer) 

P. F. Cunningham - Administrative Advisor 

S.A.C. Thomas - Board Secretary 

L. Graholm or Board solicitor 

Din Re GOCOLan - Special Projects Officer 


C. J. Mackie - Manager, Engineering 
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Appendix ‘A’ 


Jurisdiction of the Board 


Under the Ontario Energy Board Act 
Approving or fixing rates and other charges for the 
sale of gas by transmitters, distributors and storage 


companies and for the transmission, distribution and 


storage of gas. 


Ensuring compliance by gas utilities with the Uniform 


System of Accounts. 


Granting leave to construct pipelines and related 


facilities. 


Granting authority to expropriate land for pipelines 
and related facilities and authorizing pipelines to 


cross highways, utility lines and ditches. 


Recommending to the Lieutenant Governor in Council 
the creation of designated gas storage areas and 
authorizing their use and arbitrating compensation 


payable to landowners under certain conditions. 


Approving gas storage agreements and permitting a 
transmitter or distributor to use the empty space of 


a storage company. 


Unitizing the interests in gas and oil spacing units 


and pools. 


Reporting to the Lieutenant Governor in Council, 
after hearings, on applications by gas utilities to 
sell their assets or amalgamate with other utilities 
and on applications by persons to acquire shares of a 
gas utility which would result in a holding of more 


than 20 per cent of such shares. 


Reporting to the Lieutenant Governor in Council on 


energy questions referred to the Board. 


Appendix ‘A’ 


Examining into and reporting to the Minister of 
Energy on Hydro rates .and rate-related matters, 


pursuant to references from the Minister. 


Under the Municipal Franchises Act 
Approving the terms of a proposed by-law granting a 
franchise to supply gas to a municipal corporation or 
distribute gas in the municipality, and extending the 
term of such franchise or of a transmission 


franchise. 


Granting certificates of public convenience and 
necessity to construct works and supply gas in 


municipalities. 


Under the Petroleum Resources Act 
Reporting to the Minister of Natural Resources, 
pursuant to references from him, on certain applica- 


tions for permits and licences. 


Under the Public Utilities Act 
Controlling gas utilities that contravene municipal 
by-laws prohibiting the distribution and sale of gas 


containing sulphuretted hydrogen. 


Under the Assessment Act 
Deciding whether certain gas pipelines are transmis-— 


sion lines for assessment purposes. 


The Toronto District Heating Corporation Act, 1980* 
Fixing steam rates for certain customers of the 
Toronto District Heating Corporation, formerly the 
Toronto Hospitals Steam Corporation, upon appeal by 
the customer. *(This Act was passed in the previous 
fiscal year but had not been proclaimed by March 31, 
1982.) 


Appendix ‘ B-1’ 


NATURAL GAS RATES CHANGES GRANTED 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1981 TO MARCH 31, 1982) 


($ per 103m3) 


The Consumers’ Gas Company Ltd. 


Effective Date Amount Reason 

October 1, 198t $14.47 revenue deficiency 
Octoberrl, 4P9st 10.94 Federal natural gas tax 
Febriiaryad 77 k9S2 Oe ak revenue deficiency 
February 17,9 1982 9.88 wholesale gas costs 
February 17, 1982 8.47 Federal natural gas tax 


$50.47 Total 


Percentage increase: 33 per cent 
Base rate level at March 31, 1981*: $151.09 


Current rate level at March 31, 1982*: $201.56 


*Based on representative annual residential 
consumption for space and water heating of 4.25 103m3 
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NATURAL GAS RATES CHANGES GRANTED 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL i, 1981 TO MARCH 31, 1982) 


(S$ per 103m3) 


Northern and Central Gas Corporation Limited 
Amount 


Western Northern Eastern 


sffective Date zone zone zone Reason 

fay «1, 198) Ppa habe AE) $05.30 Federal natural gas tax 
fune 15, 1981 e138 Veils 9.18 revenue deficiency 

Mey bs Loon ye5U 5.30 50 Federal natural gas tax 
rebruary 5, 1982 9.55 ANS RES) 53,0 wholesale gas costs 
‘february 5, 1982 oud Tah Taal Federal natural gas tax 
farce 19s 2 Be 328 Se LS revenue deficiency 


$40.26 $41.32 $42.03 Total 


Percentage 30 ay 28 
increase: per cent per cent | per cent 


3ase rate level at 
FaArcn G1, FOGL*: Si352 01 Saal S148. 26 


Surrent rate level at 
Arch. cy 41982": S176. elec $190.29 


‘Based on representative annual 

residential consumption for 

space heating and water 

heating of 4.40 4,24 3.66 
103m3 103m3 103m3 
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NATURAL GAS RATES CHANGES GRANTED 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1981 TO MARCH 31, 1982) 


(S per 103m3) 


Union Gas Limited 


Effective Date Amount Reason 

Apri gle LIS! SsGOe el.) revenue deficiency 

Octoper’5, 1981 Da 0 revenue deficiency 

Getober 5, -L98T FOS95 Federal natural gas tax 

February 1, 1982 1.06 Petrosar gas costs 

March 1, 1982 9.53 wholesale gas costs 

March 1, 1982 8.83 Federal natural gas tax 
$34.96 Total 

Percentage increase: 22 per cent 


Base’ rate level sat March 31, 1981*: siso 72 


Current.rate level “at March 31, 1L982%*3) )(s034.7 


*Based on representative annual residential 
consumption for space and water heating of 3.54 103m3 
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SELECTED STATISTICS 
MAJOR ONTARIO NATURAL GAS UTILITIES* 


1982 USGL 


—_-— es 


(rounded ) 
Number of Customers: 


Residential 1,142,600 1,063,600 
Commercial & Industrial ___136,800 L277700 
Total 1,279,400 LeLol ys oo 


Sales Volume: (103m3) 


Residential 3¢ 98h, 100 3781537900 

Commercial & Industrial 14,650,400 14,490,700 

Total LSHES 7 700 18,344,600 
(MMc£) 

Residential 140,700 136,000 

Commercial & Industrial 5 TizZ00 511,500 

Total 657,900 647,500 

Sales Revenue: ($000) 

Residential 623,300 512,800 

Commercial & Industrial 1,714,800 oo 7 200 

Total 2, 330700 Hm, 903, 900 

Total Distributors’ : 

Cost of Natural Gas: ($000) 1,894,700 #5535 400 

Rate Base: ($000) +t, 828,500 E, 776,200 

Revenue Increases 

(non gas costs): ($000) 

Requested 146,100 12,100 

Granted 105,200 35,000 

Transmission and Distribution Pipelines: 

Miles 22,900 22,400 

Kilometers 36,900 36,000 


*The Consumers' Gas Company Ltd. 
Northern and Central Gas Corporation Limited. 
Union Gas Limited. 


. decision can be changed 


joatd decisions may be challenged in three dif- 
erent ways: 

‘the Board may itself review a decision either 
pon t the application of any interested party or 
pon its own initiative; 

interested parties may, within twenty-eight 
ays of a decision, petition the Cabinet of the 
)ntario government to review it; or 

upon questions of law or jurisdiction, appli- 
ation for judicial review may be made to the 
Jivisional Court. 


Ither matters 


fhe Ontario Energy Board is responsible for 
nore than just natural gas rates. It regulates 
ther matters relating to the oil and gas industry, 
ncluding pipeline construction and gas distribu- 
ion franchises. : 

The Board also reviews annually the wholesale 
ates proposed by Ontario Hydro and makes 
yfitten recommendations on them to the Min- 
ster of Energy. The Board does not, however, 
eview the rates of municipal electric utilities. 

A more precise explanation of the Board’s 
iuthority and procedures may be found in the 
Intario Energy Board Act and Regulations, the 
Municipal Franchises Act, and the Petroleum 
Resources Act. 


for further information, please contact: 


Board Secretary 

Ontario Energy Board 

14 Carlton Street, 9th Floor 
Toronto, Ontario 

MOB 12 

Telephone (collect): 416/963-0812 
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Some basic facts 


The three largest Ontario gas utilities are C 
sumers’ Gas (serving parts of central and east 
Ontario and operating also as Brockville 
Gnmsby Gas, Ottawa Gas, and Provincial G 
Northern and Central Gas (serving parts 
northern and eastern Ontario); and Uxion ( 
(serving parts of southwestern Ontario). 

Smaller areas are served by Natural Reson 
Gas, Inter-City Gas, and Wellandport Gas. 

All these utilities are under the jurisdiction 
the Ontario E Energy Board. 

The gas utilities in Kingston and Kitchener 
municipally owned and controlled. Their rates 
not determined by the Ontario Energy Boare 


The Ontario Energy Board limits the inco: 
of the natural gas utilities in Ontario and contt 
the rates they charge for gas being sold to th 
customers. The Board is responsible for sett 
rates that are as low as possible while providi 
investors in the gas utility an opportunity to e: 
a fair return. 


The Ontario E Energy Board does zo¢ automa 
cally approve tate changes. Each application mi 
be reviewed carefully at a public hearing, whi 
all interested parties can present their views. 


. 

Ontario produces less than 2 per cent of its 
tural gas needs. Most of its supply comes from 
stern Canada by two pipeline systems, one 
‘oss Canada through northern Ontario and the 
ner through the United States re-entering 
nada near Sarnia. 


The federal government sets the price Ontario 
: distributors must pay for gas from western 
nada. This factor has accounted for about 78 
cent of residential rate increases in recent 
ats, with the balance due to the increased 
‘erating costs of the Ontario gas utilities. 


That happens 
efore the hearing? 


ne gas utility’s application 


irate review begins when a gas utility files an 
plication for a rate change. The utility must 
30 file enough written information so the Board 
in conduct a thorough review of the financial 
sition of the utility and the appropriateness of 
e new rates being requested. If the Board feels 
at the information is inadequate, further infor- 
ation is always obtained. The Board staff exam- 
es all the material prior to the public hearing. 
otice to the public 

fter receiving the gas utility’s application, the 
bard instructs the utility to notify affected 
uties. 

‘Municipal governments in the gas utility’s ser- 
ce area ate always informed by registered mail 
or courier. For the thousands of individual 
- customers, notification is by newspaper ad- 
vertisements like the following example. 
Sometimes a hearing date is included in 
the advertisement. In either case, instruc- 
tions to potential participants are set out. 


 QOOINIIOOIX COMPANY 
NOTICE OF RATE APPLICATIONS 


TAKE NOTICE that XX KXMKKKKKXKKK KKK = 
— Company, has filed with the Ontario Encray Boord main 
and interim applications for just and reasonable rates 
‘and other charges for the sale of gas. All customers of 
the Applicant are atfected. i : 


ia The Applicant requests interim rate relief: 
(a) of obout ¢ per Mcf due to the Federal 
increases of May I, 181, and July 3, 1981 


-(b) to recover about $ million to prevent 
deficiency occurring in its 1982 fiscal year 
fo the fair rate of return, representing Loe incre se 
of about ¢@ per Mcf tor residential, ¢ for firm 
commercial ond rae and 4 for inter oe eo 
_ customers; and : — 


(c) to recover Increases in the cost of gas, tax es and 
oe costs during the course of the main- applica: 
ion 


Copies of the applications are ovailable upon request ; 
from the Appticant's ee XXXXXXKXXXMKXKXXKM 
XKXKXXAXX NS OOO XX XK HKK ; 


Any person who intends to oppose or otherwise (nter- 
-vene in the applications shall, within 14 days after publl- — 
cation of this notice, file an answer (notice of Interven- 
- tion) in duplicate with the Board Secretary, 9th Floor, 14 
Cartton Street, Toronto, Ontario M5B 132, and serve the — 
same upon the Applicant's sclicitors, either personally — 
or by. registered mail. The answer shall containaciear 
and concise statement of his interest, his grounds for 
opposing or otherwise intervening, and his address for 
service. The Board has directed the Applicant to for- | 
word a copy of its pre-filed evidence to any person re- 
questing if In his answer. Until completion of procecd: 
ings under the main application, notice of hearing of 
subsequent specific requests for interim rate relief will | 
be given only to persons who have filed an answer to the: 
main application. 


The Board wilt subsequently fix dates for hearing. All 
persons who file on answer will receive notices of hear 
ing. Persons not filing an answer will not be entitled 
any further notice In the proceedings. In its decisions t 
Board may change any rate or other | Spare ee 

the PORN: : 


DATEDat Toronto this dayot 19. 


ONTARIO ENERGY BOARD : 
_ Beard Secretary be See 


Who can participate? 


All gas customers, whether residential customers 
or large industrial users, are entitled to parti- 
cipate. So are municipalities and groups or asso- 
ciations that wish to present a collective point of 
view. Those that do participate are called inter- 
venors. Although lawyers or agents frequently 
represent intervenors, this is not essential;, indivi- 
dual citizens do appear and speak for themselves. 


How to intervene 


Within the period specified in the notice, usually 
two weeks, the prospective intervenor must 
inform the Board in writing of the intention to 
intervene, sending a copy to the gas utility’s 
lawyers as well. 

The intervenor should say if he or she wishes 
to appear at the hearing. Recognizing that some 
people cannot attend at all stages or arrange for 
someone to be present on their behalf, the Board 
Secretary will try to arrange a time when a pattici- 
pant may be heard. 

Although it is sometimes more effective to 
appear in person (or be represented by a lawyer, 
agent, of a group spokesman), a simple interven- 
tion can be made by writing a letter to the Board 
Secretary for presentation at the hearing. 

Whether a letter is written for filing at the 
hearing or a party wishes actually to participate, 
the written notice of intervention should indicate 
why the person has an interest in the outcome of 
the hearing and the reasons for supporting or 
opposing the gas utility’s application. A written 
submission providing other details may also be 
helpful. An intervenor may file his submission 
later, after requesting and reading the utility’s 
pre-filed evidence. 

Board staff and counsel are available to assist 
the public to intervene. The Board Secretary 
should be contacted if assistance is required. 

Once the date and location of the hearing have 
been established, the Board Secretary will 
arrange for the intervenors to be notified. 


Pre-hearing conferences 


It is often helpful if participants hold a meeting 
to review the material for clarification, to define 
their differences, and to arrange procedural mat- 
ters before the hearing. All intervenors receive 
notice of, and ate encouraged to attend, these 
public conferences. 


The hearing 


Anyone is welcome to attend a hearing, w 
may last from a few days to several weeks. 
ings are usually held in the Board office 
Toronto. 

At the hearing the utility must prove thi 
needs the rate changes applied for. The B 
usually heats the utility’s evidence first. I 
venors may ask questions of the utility witn 
or make their views known by giving evidence 
by presenting a submission, or all three. Pers 
giving evidence can be questioned by all part 
pants at the hearing, including lawyers represe 
ing the utility, Board staff, and the B 
members themselves. 

A transcript of the hearing is taken. A cop 
available at the Board offices for inspection 
any member of the public. 


Interim hearings 


If a gas utility believes that a change in its cos 
buying gas or in other costs of doing business 1 
cause it to suffer immediate financial difficult 
it can apply for an interim rate change. Th 
interim rate applications also require public h 
ings, which last only a day or so. When inte! 
tate changes are granted they are still subjec 
review at the main hearing. 


After the hearing 


The Board’s decision and order 


After hearing all evidence and submissions, 1 
Board members who heard the case deliber 
and make a decision. The Board’s decision is th 
written and released. 
The Board may deny the rate change 
quested, grant a portion of it, or approve 
entite request if it is justified. The decisio 
accompanied by reasons for decision. 
Finally, a Board order is issued, and the t 
changes become effective. All participants rec 
copies of the decision and order, which are ¢ 
available to the public. 
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Energy 
Ontario ! Ontario 
Ministry Queen's Park 
Toronto, Ontario 
of M7A 2B7 
Energy 416/965-2041 


Telex 06217880 


October 27, 1983 


TO THE HONOURABLE JOHN BLACK AIRD 
ORG. > 2S Dele; LL.D. 


Lieutenant Governor of the Province of Ontario 


MAY IT PLEASE YOUR HONOUR: 


I take pleasure in submitting the 
Twenty Third Annual Report of the Ontario Energy 


Board for the fiscal year ended March 31, 1983. 


Philip Andréwes 
Minister of Energy 
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Pony | 
Ontario 


‘man Ontario 9th Floor 
14 Carlton Street 
Energy Toronto, Ontario 
Board MSB 1J2 
416/598-1600 


October 25, 1983. 


Honourable Philip Andrewes, 
Minister of Energy, 

Queen's Park, 

Toronto, Ontario. 

M7A 2B7 


Dear Minister: 


I have the honour to present herewith the 
Annual Report of the Ontario Energy Board for 


the fiscal year ended March 31, 1983. 


CM. submitted, 
~ kf cctihe 


Robert H. Clendining, 
Chairman. 
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Copies available at $2.50 prepaid from Ontario Government 
Bookstore, 880 Bay Street, Toronto; telephone (416) 965-2054. 


Out-of-town customers please write (enclosing cheque or money 
order payable to the ‘Treasurer of Ontario') to Ministry of 
Government Services, Publications Services Section, 5th Floor, 
880 Bay Street, Toronto, Ontario M7A 1N8. 


Telephone: (416) 965-6015 
Toll-free long distance: 1-800-268-7540 
Northwestern Ontario 0-Zenith 67200. 
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APPENDICES 
‘A’ Jurisdiction of the Board 


BL Residential Rates Changes Granted 
- The Consumers' Gas Company Ltd 


6 by 
eos Residential Rates Changes Granted 
~ Northern and Central Gas Corporation 
Limited 
B39’ Residential Rates Changes Granted 


- Union Gas Limited 


c Selected Statistics 
- Major Ontario Natural Gas Utilities 


‘2D’ Principal Natural Gas Pipelines 
In Ontario 


Many of the quantitative references in this Report are expressed 
in metric units. The following conversion table is provided for 
your convenience. 


1 cubic metre (m3)=0.0353 thousand cubic feet (Mcf) 
thousand cubic metres (103m3)=0.0353 million cubic feet (MMcf) 


kilometre(km)=0.6214 miles 


thousand cubic feet(Mcf)=28.328 cubic metres (m3) 


million cubic feet(MMcf) =28.328 thousand cubic metres (103m3) 
mile=1.609 kilometres (km) 


INTRODUCTION 


Role of the Board 


The Board has jurisdiction over and responsibility 
for various energy related matters which are outlined in 
Appendix 'A'. Under the Ontario Energy Board Act, its 
Regulations and other relevant statutes, the principal 
responsibilities of the Board may be summarized as: 


- regulation of natural gas rates; 

- approval of municipal natural gas franchises; 

- approval of hydrocarbon pipelines construction; 

e authorization of expropriations of land for 
facilities; 

- regulation of gas utility accounting procedures; and 

« advising on any question respecting energy. 


A natural gas utility operating in Ontario must 
obtain Board approval before it can change its rates, 
construct certain facilities or enter into franchise 
agreements with municipalities. All such matters are 
dealt with at public hearings before the Board. 


In its advisory capacity, the Board responds to 
references from the Minister of Energy regarding Ontario 
Hydro, the Minister of Natural Resources regarding certain 
oil and gas production concerns, and the Lieutenant 
Governor in Council on any question respecting energy. 


Major Activities of the Board 


During the fiscal year rate related matters were 
prominent before the Board. Major factors were the 
continuing increase in the cost of natural gas from 
Western Canada and the increasing revenue requirements of 


the utilities. 
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In addition to the annual reference from the Minister 
of Energy regarding Ontario Hydro bulk power rates, there 
was a total of 16 applications for gas rate changes as 


well as 12 other proceedings. These are summarized in 


this Report. 


Improvements to the overall regulatory process, 
referred to in previous Annual Reports, are working well. 
The Board will be taking other initiatives such as the 
establishment of common filing requirements, annual 
monitoring forms, and is conducting studies on an 
industry-wide basis designed to improve and expedite the 


hearing process. 


Since many of the proceedings before the Board are in 
respect of rates changes, a brochure entitled "How Does a 
Gas Utility Change Its Rates?" was published in the 
previous fiscal year to assist natural gas users and the 
general public to better understand the process whereby 
rates are changed. The brochure was sent to Members of 
the Legislature, all Ontario municipalities, the media and 
others, and is available on request. A copy is enclosed 
with this Report. 


REGULATORY HEARINGS 


Natura! Gas Rates 
Introduction 


_ As noted previously the two main causes of increasing 
natural gas prices in Ontario continue to be the cost of 
gas and the operating revenues required by the utilities. 
As shown in Appendix 'B' the most frequent increase and 
the largest in dollar terms was the wholesale cost of 
gas. This represents what Ontario gas utilities must pay 
for natural gas delivered to Ontario from Western Canada. 
This wholesale gas cost is a combination of the price at 
the Alberta border as determined by the Alberta and 
Federal governments, TransCanada PipeLines Limited 
transportation tariffs as established by the National 
Energy Board, and excise and other taxes set by the 


Federal Government. © 


\ Comparatively Speaking, the in-province distribution 
costs are a relatively small component of the gas rates 
paid by utility customers. These revenues, which are 
required by the utilities to continue operations and to 
raise necessary capital, are the subject of careful 
scrutiny at Board public hearings. Since the Ontario 
Energy Board Act requires that any rates change be 
approved by the Board, the impact of the Federally-imposed 
gas cost increases are similarly scrutinized during a 
hearing. The Board must be satisfied that these warrant 
being passed through to customers, and at the same time 
must determine whether the utility can absorb some or all 


of such costs. 


“During the fiscal year increases in the wholesale 
cost of gas imposed on the utilities by the Federal 


government were as follows: 


Effective Date Amount of Increase 
August 1, 1982 $9.38 per 103m3 


September 1, 1982 $4.51 per 103m3 
February 1, 1983 $2.24 per 103m3 


Typical residential customer rates changes granted to 
each of the three major Ontario gas utilities during the 
fiscal year, together with approximate annualized costs, 


are shown in Appendix 'B'. 


The following are highlights of rates and other 
applications considered by the Board since the previous 
Annual Report. 


The Consumers' Gas Company Ltd. 


Consumers' distributes natural gas in parts of southern 
and eastern Ontario, including Metropolitan Toronto. It 
also operates under the names of Brockville Gas, Grimsby 


Gas, Ottawa Gas and Provincial Gas. 


This utility's main rates application required 43 
hearing days over a period of 7 months because there -was an 
unusually large number of intervenors, as well as several 
complex issues. 


The utility had originally claimed a deficiency of 
$83 million which it later reduced to about $48 million. 
During Phase I of the hearing the Board allowed a deficiency 
of $20 million on an interim basis effective December 20, 
1982. At the completion of Phase I, in its Reasons for 
Decision of January 26, 1983, the Board determined a rate 
base of $1,155,729,000, an allowed rate of return thereon of 
12.52 percent, including 15.75 percent on common equity, and 
a total revenue deficiency of $20.1 million. The Board 
concluded, therefore, that no further rate increases were 
justified. Prior to this, on November 23, the Board had 
approved interim rate increases permitting Consumers' to 
recover wholesale gas cost increases which occurred during 


the summer. 


In its original application Consumers' requested the 
Board to approve increases in rates which would include the 
collection of income taxes on a 'normalized' or deferred 


basis. This request was subsequently withdrawn, and 


resulted in the remaining increased revenue requirements 
from each customer class being not more than 6 percent, 
exclusive of any upstream gas cost increases that might have 


been approved by the Federal Government. 


Consumers' also proposed changes to rate structures, 
including an increase in the fixed monthly charge for 
residential customers from $6.27 to $18.30 and a surcharge 
for gas consumed in January, February and March with off- 
setting charges for the balance of the year. This proposal 


was also withdrawn. 


Nonetheless, the utility requested the Board to 
consider and rule on the principles and merits of deferred 
income tax recovery and on the philosophy that led to the 
three-part residential rate proposal i.e. - customer charge, 
capacity charge and commodity charge. This request was 
rejected by the Board. 


The pre-hearing publicity given to the proposed fixed 
monthly charge and surcharge aspects of Consumers' original 
application resulted in the Board receiving a substantial 
number of letters of concern and a petition which was 
directed to the Board, the Lieutenant Governor in Council 


and the Legislative Assembly. 


The Inflation Restraint Act, 1982, enacted on 
September 21, affected companies whose prices are regulated 
by Ontario public agencies. Under the Act, certain economic 
criteria were established as a basis for determining 
appropriate increases. Several intervenors referred to the 
Federal and Ontario restraint programs and requested the 
Board to limit any rate increases to the levels established 
by these programs. All counsel participating in the hearing 
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addressed the question of whether or not the Ontario 
legislation required the Board to apply the restraint 
criteria in approving or fixing just and reasonable rates. 
The Board did not decide that question in these proceedings, 
Since in the Board's view such criteria had in any event 
been met. 


During the course of the hearing the Industrial Gas 
Users Association, Cyanamid (Canada) Inc., and the Urban 
Development Institute, Apartment Group, objected to the 
utility's method of calculating the increased rates. 
Consumers' had refused to answer certain of these 
intervenors' interrogatories which they considered necessary 
for effective opposition to the utility's methods, and each 
made a motion requesting the Board to order Consumers' to 
answer the interrogatories. The Board denied Cyanamid's 
request, and part of the Urban Development Institute's 
request, but required that the balance of the 
interrogatories be answered. The Board's Reasons for 
Decision relating to Cyanamid's motion were the subject of a 
petition to the Lieutenant Governor in Council by Cyanamid. 
The Lieutenant Governor in Council directed the Board to 
re-hear the issue, but before the Board could comply with 
this direction Consumers’ volunteered to provide the 


material requested by Cyanamid. 


Subsequent to the conclusion of the hearing, the Board 
re-opened the proceedings for the purpose of hearing 
evidence regarding Consumers' actual results for fiscal 1982 
compared with the estimated results it had submitted in 
September 1982. 


On February 23, 1983, the Ontario New Democratic Party 
Caucus petitioned the Lieutenant Governor in Council to 
disallow that part of the rate increase relating to revenue 
deficiency in excess of $16 million so that Consumers' 1983 
net income would be frozen at its 1982 level. This petition 
was pending at the end of the fiscal year. (A similar 
petition, referred to in the previous Annual Report, was 


denied by the Lieutenant Governor in Council on July 9, 


1983.) 


Phase II of the hearing concluded on March 4, 1983 and 
the Board's decision was pending at the end of the fiscal 
year. (Reasons for Decision were subsequently issued on 


April 26, 1983). 


Inter-City Gas Corporation 


Inter-City is a Manitoba-based gas utility which 
distributes gas in and west of Fort Frances, Ontario. An 
unusual feature of this utility's distribution system is its 
reliance on one large industrial customer (Boise Cascade 
Canada Limited) for more than 90 percent of its total 
sales. This situation has a major effect on the utility's 


entire operation. 


Inter-City Gas Corporation (Ontario Division), being a 
wholly owned subsidiary, has no capital structure of its 
own. Consequently, the Board has been obliged to set an 
allowable rate of return based on a hypothetical capital 
structure. 


As noted in the previous Annual Report, the Board's 
decision on Inter-City's main rates application was pending 
at the end of that fiscal year. It was subsequently issued 
April 29, 1982 with new rates effective June 1, 1982. 


Inter-City had reguested no change in its allowable 
rate of return and the Board allowed 15.5 percent on canmon 
equity and 11.69 percent on a rate base of $1,068,116 at 
December 31, 1980. 


An issue during the hearing was the establishment of a 
reasonable allocation of the corporate gas costs. In its 
Reasons for Decision the Board accepted the utility's 
proposals on the allocation of gas costs to the Ontario 
Division, and determined a revenue deficiency of $104,330 
which resulted in an increase in gas rates of 2.78¢ per Mcf. 


Inter-City was granted the following interim rate 
increases during this fiscal year: 


Effective Date Amount of Increase Reason 
OCSoare Jooe 32.14¢ per Mcf wholesale gas costs 
Mar. 1, 1983 5.45¢ per Mcf£ wholesale gas costs 


The Board also approved rates under which Inter-City 
would provide temporary winter service to Boise Cascade 
Canada Limited from November 1, 1982 to April 1, 1983. 


Natural Resource Gas Limited 


Natural Resource Gas (NRG) is a small utility serving 
Aylmer and surrounding communities and purchases its natural 
gas supply from Union Gas, Consumers' Gas and local 


producers. 
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NRG's first main rates hearing, which began in February 
1982, reconvened in May 1982 after the filing of additional 
information requested by the Board. The Board's Reasons for 
Decision of August 31, 1982 determined a total revenue 
deficiency of $205,879. Of this amount, $203,000 was 
already being recovered as a result of earlier inter im 
increases. The balance of $2,879 went towards the 
equalization of rates throughout the system. As a result 
the Medina-Belmont rate differential was reduced from 
approximately 55¢ to 47¢ per Mcf effective September 1, 
1982. 


During the fiscal year NRG was granted an interim rate 
increase of 2¢ per Mcf on June 1 because of wholesale gas 
cost increases, and a further increase on September 1 of 8¢ 
per Mcf due to a revenue deficiency relating to Belmont 
division customers only. On December 1, 1982, as a result 
of further wholesale gas costs, rates were increased 38¢ per 
Mcf to all customers and an additional 47¢ per Mcf to 
Belmont division customers in order to equalize the rates 


for the entire system. 


Northern and Central Gas Corporation Limited 


Northern and Central distributes natural gas in parts 
of northern and southeastern Ontario. 


The hearing of this utility's rates application 
commenced on September 27 and concluded on November 30, 
1982. This was the first time that Northern and Central had 
used a prospective test year (calendar year 1983) to 
calculate its rate base, cost of service and revenue 
deficiency and, as a result, the utility's budgeting 


methodology was a major issue. 
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The Inflation Restraint Act, 1982 became effective 
September 21, 1982 and had a compliance period of 12 months, 
which impacted Northern and Central's interim rate increase 
granted February 11, 1983 as well as the prospective test 
year. Counsel participating in the hearing addressed the 
question of whether or not this Act required the Board to 
apply the restraint criteria in approving or fixing just and 
reasonable rates. The Board decided that it could not do. 


So. 


There were four interim decisions during the course of 
the proceedings. By Orders dated September 30 and 
October 12, 1982 the Board allowed the utility to pass 
through increases in the wholesale cost of gas. 


On February 11, 1983 the Board issued Reasons for 
Decision allowing the pass-through of increased wholesale 
gas costs effective February 1, 1983, and interim rate 
increases to reflect a revenue deficiency of $10,000,000. 


In its Reasons for Decision of March 8, 1983 the Board 
determined a rate base of $237,986,695, an allowed rate of 
return thereon of 12.65 percent including 16.00 percent on 
common equity, and a pre-tax revenue deficiency of 
$13,619,992. 


By Order-in-Council dated March 16, 1983 the Board was 
prevented from issuing an Order implementing its March 8 
Reasons for Decision because the Minister of Consumer and 
Commercial Relations had referred the decision to the 
Inflation Restraint Board for consideration. The matter was 


still under review at the end of the fiscal year. 


Tecumseh Gas Storage Limited 


Tecumseh provides underground gas storage facilities in 
Lambton County to serve The Consumers' Gas Company Ltd. It 


does not distribute natural gas. 


On February 1, 1982, Tecumseh applied for increased 
rates and other charges for the storage and transportation 
of gas. The hearing and concluded on June 15, 1982 after 
5 days of hearing. The test year was Tecumseh's fiscal year 
ending March 31, 1983. On the basis of an average rate base 
without annualization, the utility claimed a revenue 
deficiency of $2,578,400 on an annual basis effective April 
1, 1983. It also claimed that if an August 1, 1983 
effective date was used, then the deficiency would be 
$3,252,600, resulting from the effect of regulatory lag. On 
a claimed rate base of $53,234,879, a major issue was the 
valuation of the storage pools and in particular the storage 
rights obtained from Imperial Oil Limited. 


In its Reasons for Decision of July 20, 1982 the Board 
determined the total rate base to be $51,260,781 and that a 
reasonable allowance to be included in rate base for the 
cost of the gas storage rights acquired by Tecumseh was the 
$13,494,749 claimed by the utility. The Board determined an 
allowable rate of return on the rate base of 12.39 percent 
including 15.00 percent on common equity. These findings 
resulted in a revenue deficiency of $2,417,993. The 
effective date of increase in rates was established as 
May 1, 1983. 


Union Gas Limited 


Union distributes natural gas in most of southwestern 


Ontario. 


As noted in the previous Annual Report, Dow Chemical 
Canada Inc. applied to the Divisional Court for leave to 
appeal the Board's decision on Union's application relating 
to Petrosar Limited which increased rates effective 
February 1, 1982. Leave to appeal was granted in March; the 
appeal was heard in October 1982, and in December 1982 the 
court denied the appeal. In January 1983 Dow requested, and 
was granted, leave to appeal the Court judgment. The appeal 
was argued before the Court of Appeal in May 1983, and 
denied on August 16, 1983. 


Also previously noted was the filing of Union's main 
rates application in October 1981. This application was 
heard by the Board in January and February of 1982. In its 
Reasons for Decision of April 8, 1982 the Board determined a 
rate base of $713,350,000, an allowed rate of return thereon 
of 13.08 percent including 16.75 percent on common equity 
and a revenue deficiency of $31,062,000 resulting in rate 


increases effective April 15, 1982. 


During the course of that hearing, rate of return, the 
capital budgeting process, and the obligation to serve were 
issues reviewed by the Board. The Board ordered Union to 
file a report on the impact of its system expansion on 
customer rates, and a study to examine the degree of discri- 
mination and cross-subsidization within the General Service 


Rate. 


A major issue in that hearing was Union's practice of 
offering group billing to certain customers in the General 
Service Rate classification. After hearing evidence from 
boards of education, municipalities and commercial and 
industrial users, the Board determined that this practice 
was unduly discriminatory and detrimental to the other 
customers in this rate class, and that group billing for 
municipalities and school boards on non-contiguous 


properties was to be discontinued. 


Later in the fiscal year changes in the wholesale price 
of natural gas from Western Canada resulted in residential 
rate increases effective December 13, 1982. 


A new rates application for Union's fiscal year 1984 
was filed by the utility in September 1982. This 
application was heard by the Board in December 1982 and in 
January and February 1983. The decision was pending at the 
end of the fiscal year. (Board Reasons for Decision were 
subsequently issued on April 22, 1983). 


Wellandport Gas Limited 


Wellandport is a small natural gas utility serving 
customers in the Townships of West Lincoln and Wainfleet in 
the Regional Municipality of Niagara. It produces most of 
its own natural gas but also purchases some from Union Gas 
Limited. 


The Board issued an interim Order increasing 
Wellandport's rates by approximately 23¢ per Mcf for gas 
billed on and after August 1, 1982 due to increased Federal 
natural gas taxes and gas purchase costs. 


Gas Storage 


During the fiscal year the Board approved the parties, 
term and storage volume of a short-term storage agreement 
whereby Union would store natural gas for Consumers'. The 
Board also approved a storage agreement between Tecumseh Gas 
and Consumers', the effect of which was to convert an 
existing agreement to metric units and to slightly increase 
storage volumes. Also approved was an amendment to an 
agreement between Union and the Kingston Public Utilities 
Commission which has increased the Commission's maximum 


storage balance and contract demand. 


Certificates and Franchises 


During the fiscal year the Board granted a certificate 
of public convenience and necessity to Northern and Central 
Gas Corporation Limited for the construction of works to 
supply natural gas to the Town of Valley East. 


The Board also approved or prescribed the terms and 
conditions of 5 franchise agreements for the distribution of 


natural gas as follows: 


Consumers' Gas - County of Renfrew*; 
Regional Municipality of 
Durham*; Town of Rockland 


Northern & Central Gas - Township of Winchester 


Wellandport Gas - Township of West Lincoln* 
*municipalities enfranchised for the first time. 


Pipeline Construction 


The Board granted Union Gas Limited leave to construct 
a 2.75 kilometre looping section of its existing Hanover- 
Walkerton transmission pipeline, in the Town of Hanover. 
Leave was granted subject to certain conditions relating 


primarily to environmental matters. 


Pipeline Exemptions 


In special circumstances the Board may exempt a person 
from obtaining leave to construct a particular transmission 
pipeline. The following two exemption Orders were made 


during the fiscal year. 


. The Consumers' Gas Company Ltd. was granted an 
exemption for a short section of transmission line to 
connect its existing Haley Station lateral to the new 
TransCanada PipeLine North Bay Short Cut Line in the 
Township of Ross, County of Renfrew. 

- Union Gas Limited was granted an exemption to replace 
two short sections of its Amherstburg pipeline in the 
Townships of Anderdon and Sandwich West, County of 


Essex. 


Arbitration 


On July 16, 1982 the Board issued its Reasons for 
Decision on the Bentpath Pool applications referred to in 
the previous Annual Report. This decision dealt with three 
applications to determine compensation payable for storage 
rights fran various landowners in the Township of Dawn, 
County of Lambton. Three of the landowners had no storage 
agreements with Union Gas, but several had executed 
agreements purporting to vest storage rights in Union Gas. 
The latter group claimed that the agreements were invalid 
because they had been obtained through misrepresentation. 
The Board held that it had the jurisdiction, as part of its 
broader administrative function, to determine the validity 
of these agreements for the purposes of considering 
compensation under section 21(2) and (3) of the Ontario 
Energy Board Act. The Board determined that most of the 
agreements were valid and, consequently, only five 


landowners had standing before the Board on the issue of 
compensation. 


The Board then proceeded 
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to determine fair, just and 


equitable compensation for these landowners recognizing the 


principles contained in the Expropriations Act. It was 


decided to determine compensation based on the market value 


for gas storage rights at the 


time of this Decision and 


taking into account any relevant trends which were evident 


for the future. 


The Board concluded that 


compensation from 1974 to 1982 


should be $18.50 per annum per acre and from 1983 to 1990 


$24.00 per annum per acre to be paid each year in advance, 


with interest at 11.98 percent on all amounts outstanding. 


The Board directed Union to pay the landowners, except for 


the Township of Dawn, on a proportional basis for the gas 


that remained in the Bentpath 
injection commenced as if the 
Mcf had been produced on July 
Mcf plus interest. The Board 
payments of $100 per well per 


Pool at the time storage 
residual volumes of 466,216 
31, 1974 at the rate of 2¢ per 
also ordered additional 

year up to and including 1982 


and $300 per well per year from 1983 to 1990 inclusive. 


The landowners had also requested the Board to rescind 


its earlier Orders which allowed Union to join the interest 


of the landowners in the Bentpath Pool and to inject gas 


into it. These requests were 


rejected on the grounds that 


they were contrary to the public interest. 


In conclusion the Board ordered Union to pay the 


reasonable legal, appraisal and other costs of the five 


landowners. 
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ADVISORY HEARINGS 


Ontario Hydro 


A reference was received from the Minister of Energy on 
February 12, 1982 requesting the Board to examine and report 
on the 1983 bulk power revenue requirement of Ontario Hydro 
and the seasonally and time-differentiated rates proposed 
for 1983. Due to the significant changes proposed in 
Hydro's rate structure, the Board divided the hearing into 


two Phases, and heard evidence as follows: 


Phase I - Bulk power revenue April.21 —*May2??47>1982y 
requirement 
Phase II - Cost allocation June 1 —- June 30, 1982. 


and rates 
Written argument was submitted by the various parties at the 


conclusion of each Phase. 


Ontario Hydro initially proposed a net revenue require- 
ment of $3,617 million for 1983 compared to $3,064 million 
for 1982. Of the requested increase $110 million was 
expected to be derived from increased sales leaving 
$443 million to be recovered through a proposed rate 
increase of 13.9 percent. In final argument Hydro increased 
its net revenue requirement by $54 million which resulted in 


a final requested increase of 15.7 percent. 


In its August 31, 1982 Report to the Minister, the 
Board recommended that the 1983 revenue requirement be 
reduced by $161.6 million. This effectively reduced the 
proposed rate increase to 8.8 percent. 


The Board made the following specific recommendations 
and comments: 
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Recommendations Relating to Cost Allocation and Rate Design 
a 


1) The Composite Peaking Plant (CPP) concept should 
be adopted for purposes of determining generation 
capacity costs. 


2) The winter rating period should consist of the 
months October through March and the summer season 
consist of the months April through September. 


3) The Expected Unsupplied Energy (EUE) concept 
should be adopted for the distribution of capacity 
costs to pricing periods. 


4) A sixty minute demand interval for purposes of 
assessing demand charges should be accepted. 


5) The bulk power rates should be seasonally and 
diurnally differentiated although the diurnal 
energy charge differential should be nominal and 
not cost-based in 1983. 


6) That the designations Interruptible A and Inter- 
ruptible B rates be discontinued and replaced by 
an interruptible rate classification designated 
"Capacity Interruptible'. 


7) The Capacity Interruptible Rate should not contain 
a rebate based upon kilowatt interruption per hour 
as proposed. 


8 ) Hydro should not proceed at that time with its 
proposal to negotiate rates with certain large 
customers. 


9) Time-Of-Use (TOU) rates should be assessed on all 
energy delivered to the bulk power customers on 
and after January 1, 1983. 


10) The costs as reduced should be passed through the 
cost-allocation process in arriving at time- 
differentiated rates. 


Recommendations Relating to Future Hearings 


Wy) That Hydro produce for the Board at the next 
hearing such information on coal supply contracts 
as is customarily supplied by utilities appearing 
before their requlatory agencies. 


2) 


3) 


4) 


5) 


6) 


Ot 


That Hydro be prepared to show cause at next 
year's hearing as to why the Board should not 
recommend termination of the NPD agreement and the 
moving of the training and testing to some other 
nuclear facility. 


That Hydro's apparent practice of paying overtime 
to its engineering and management staff be closely 
examined at the next hearing. 


That Hydro expedite its current review of heavy 
water production and include consideration of all 
accounting aspects of the program and report at 
the next hearing. 


That Hydro pursue further the sinking fund alter- 
native as part of its debt retirement program and 
report at the next hearing. 


That Hydro examine the adequacy and effectiveness 
of the control of capital costs and report at the 
next hearing. 


Recommendations Relating to Other Matters 


1) 


2) 


3) 


a) 


That Hydro reconsider policies with respect to: 
- net income provision in the costing of 
internal transfers of electricity. 
- costing of steam supplied to the BHWP. 
- costing of commissioning energy. 


That Hydro proceed with its plan to relocate many 
of its head office staff to a location other than 
downtown Toronto and it again consider disposing 
of its former head office building. 


That Hydro review the policy of not capitalizing 
the development costs of major projects prior to 
their authorization by Order-in-Council. 


That Hydro check and report yearly on each of the 
factors in its determination of the provision for 
the cost of nuclear decommissioning. 


Comments for Consideration of the Minister 


1) 


An early report from the committee investigating 


Hydro's net income would be of assistance to the 
Board. 
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2) The Board was also of the opinion that a review of 
bulk power rates will become increasingly diffi- 
cult when considered in isolation from retail 
rates. The Minister may wish to provide an 
appropriate forum for such investigation. 


Natural Gas Used as a Feedstock 


On February 9, 1983 by Order-in-Council 316/83 the 
Lieutenant Governor in Council directed the Board to hold a 
public hearing and report on aspects of natural gas supply 
and pricing of concern to Ontario industries using natural 


gas as a feedstock. 


Notices of the Order-in-Council were published 
nationwide in March and May subsequent to the end of the 
fiscal year. The hearing was scheduled to begin July 18, 
1983. 


The Board will hear submissions concerning the natural 
gas feedstock industries relating to two major groups of 


proposals: 


a) alternative gas supply arrangements, other than 
the traditional purchase from regulated 


distributors and, 


b) a province-wide common rate for natural gas used 


as a feedstock. 


POO ee 
OTHER MATTERS 


Ontario Pipeline Coordination Committee (OPCC) 


As noted in the previous Annual Report, the OPCC is an 
interministerial committee chaired by the Board's Pipeline 
Coordinator. Principal participants are the Ministries of 
Agriculture and Food, Consumer and Commercial Relations, 
Environment and, Natural Resources. Others who participate 
in the Committee's work, depending upon the impact of 
specific pipeline projects, are the Ministries of 
Citizenship and Culture, Municipal Affairs and Housing, 


Energy, and the Niagara Escarpment Commission. 


The purpose of the OPCC is to ensure that pipelines 
have minimal undesirable effect on the land by requiring 
that: 


- environmentally sensitive areas be avoided in route 
selection; 

- landowners be adequately notified and informed; 

- construction procedures and schedules be developed to 
cause the least disturbance to the riqht-of-way and 
Surroundings; and 

- clean-up and restoration measures be responsibly 
implemented to restore the right-of-way to as good a 
condition as existed before the project was started. 


During the fiscal year the OPCC assisted Board counsel 
in the hearing of pipeline applications and recommended 
conditions of approval to the Board. It also monitored 
construction and site restoration to ensure that the 


conditions of Board Orders were implemented. 


The OPCC also assisted the Ministry of Energy in 
reviewing various projects related to the Federal government 
Distribution System Expansion Program (DSEP) for natural 
gas. 
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In addition, the OPCC monitored National Energy Board 
approved construction of a TransCanada PipeLines Limited 
large diameter, high pressure natural gas transmission line 
from North Bay to Morrisburg. It also monitored 
construction of looping sections of existing pipelines by 
TCPL and Union Gas Limited in northern and southern Ontario 


respectively. 


There are over 13,000 kilometres of transmission 
pipeline in Ontario transporting natural gas, crude oil and 
petroleum products (see Appendix 'C'). During the fiscal 
year the OPCC was involved in monitoring various stages of 
construction of some 575 kilometres of natural gas 
Pipeline. 


Regulation Amendments 


Ontario Regulation 700, R.R.O. 1980 was amended twice 
during the fiscal year. Ontario Regulation 805/82 exempted 
sellers of compressed natural gas sold as a motor vehicle 
fuel from rate regulation under section 19 of the Ontario 
Energy Board Act. This is intended to encourage the use of 
natural gas as a vehicle fuel. The major gas distributors 
are required to keep special accounts if they wish to take 


advantage of this exemption. 


Ontario Regulation 820/82 exempted MICC Investments 
Limited and The Mortgage Insurance Company of Canada from a 
public hearing required by section 26 of the Act in relation 
to their proposal to acquire shares and warrants of Inter- 
City Gas Corporation. This was a major Canada-wide 
transaction in which MICC and Inter-City acquired shares of 
each other. The impact on Ontario customers was expected to 


be insignificant. 


Letters of Concern and Customer Complaints 


In Board Notices of Application (which are published in 
newspapers having major circulation in Ontario) provision is 
made for those who do not wish to actively participate in 
the hearing to write to the Board expressing any concerns 
they may have about the application. These letters are 
reviewed by Board staff when preparing for the hearing and 
are summarized at the hearing by Board Counsel. In this 
fiscal year the Board received 667 letters of concern and 
several petitions, as compared to 57 letters in the previous 


fiscal year. 


In addition to letters of concern regarding specific 
applications, the Board also receives letters from natural 
gas customers relating to a variety of difficulties which 
have arisen with their gas utility. Board staff discuss 
some of these matters with the parties in an attempt to 
resolve the issues. In this fiscal year the Board received 
205 customer complaint letters, as compared to 116 in the 


previous fiscal year. 


Administration 


Board total expenditures for the fiscal year were 
$2,316,426 of which $733,399 was recovered from applicants 
by way of fees and costs and paid into the Consolidated 
Revenue Fund of the Province. 


At the end of the fiscal year the staff of the Board 


totalled 35. Board members and senior staff were: 


R. H. Clendining - Chairman 

I. C. MacNabb - Vice Chairman 

S. J. Wychowanec - Vice Chairman 

H. R. Chatterson - Member 

D. A. Dean - Member 

Jd. Re. Dunn - Member 

Dewi...) Dorn Con - Member 

ow eec. “Butler - Part-time Member 

R. R. Perdue - Part-time Member 

D. M. Treadgold - Part-time Member 

Ose J ECOOK - Acting Director of Operations; 
Manager, Financial Analysis 
and Energy Returns Officer 

P. F. Cunningham - Administrative Advisor 

S.A.C.,. Thomas - Board Secretary 

D. S. Saxe - Board Counsel 

Do R.. Cochran - Special Projects Officer 


C. J. Mackie - Manager, Engineering 


Appendix ‘A’ 


JURISDICTION OF THE BOARD 
Under the Ontario Energy Board Act 


Approving or fixing rates and other charges for the 
sale of gas by transmitters, distributors and storage 
companies and for the transmission, distribution and 


storage of gas. 


Ensuring compliance by gas utilities with the Uniform 


System of Accounts. 


Granting leave to construct pipelines and related 
facilities. 


Granting authority to expropriate land for pipelines 
and related facilities and authorizing pipelines to 
cross highways, utility lines and ditches. 


Recommending to the Lieutenant Governor in Council 
the creation of designated gas storage areas and 
authorizing their use and arbitrating compensation 
payable to landowners under certain conditions. 


Approving gas storage agreements and permitting a 
transmitter or distributor to use the empty space of 
a storage company. 


Unitizing the interests in gas and oil spacing wits 
and pools. 


Reporting to the Lieutenant Governor in Council, 
after hearings, on applications by gas utilities to 
sell their assets or amalgamate with other utilities 
and on applications by persons to acquire shares of a 
gas utility which would result in a holding of more 
than 20 per cent of such shares. 


Reporting to the Lieutenant Governor in Council on 
energy questions referred to the Board. 


Appendix ‘A’ 


Examining into and reporting to the Minister of 
Energy on Hydro rates and rate-related matters, 
pursuant to references from the Minister. 


Under the Municipal Franchises Act 
Approving the terms of a proposed by-law granting a 
franchise to supply gas to a municipal corporation 2) 5 
distribute gas in the municipality, and extending the 
term of such franchise or of a transmission 


franchise. 


Granting certificates of public convenience and 
necessity to construct works and supply gas in 


municipalities. 


Under the Petroleum Resources Act 
Reporting to the Minister of Natural Resources, 
Pursuant to references from him, on certain applica- 


tions for permits and licences. 


Under the Public Utilities Act 
Controlling gas utilities that contravene municipal 
by-laws prohibiting the distribution and sale of gas 
containing sulphuretted hydrogen. 


Under the Assessment Act 
Deciding whether certain gas pipelines are transmis- 
sion lines for assessment purposes. 


The Toronto District Heating Corporation Act, 1980* 
Fixing steam rates for certain customers of the 
Toronto District Heating Corporation, formerly the 
Toronto Hospitals Steam Corporation, upon appeal by 
the customer. *(Section 14 of this Act, the section 
which relates to the Board, was proclaimed in force 


On November 1, 1982.) 
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NATURAL GAS RATE CHANGES GRANTED TO 
UNION GAS LIMITED 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1982 TO MARCH 31, 1983) 


er re eee 


A typical residential customer, using 3.54 103m3 of gas annually 
for space and water heating, would have incurred an annualized cost o 
approximately $687 based on rates in effect at the beginning of the 


fiscal year. 


During the fiscal year the following rate changes were granted: 


Annualized effect 


Amount per on typical resi- 
Effective Date 103m3 Reason dential customer 
$ 
(approximately) 
April 15, 1982 Ti. 65 revenue deficiency 41 
December 13, 1982 Taye wholesale gas costs 49 
25-42 90 


Based on the above, the annualized cost for a typical residentia 
customer at the end of the fiscal year would have been approximately 
13.1 percent higher or approximately $777. 
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SELECTED STATISTICS 


MAJOR ONTARIO NATURAL GAS UTILITIES* 


(Fiscal Year April 1, 


Number of Customers: 


Residential 
Commercial & Industrial 
Total 


Sales Volume: (103m3) 
Residential 

Commercial & Industrial 
Total 

Sales Revenue: ($000) 
Residential 


Commercial & Industrial 
Total 


Distributors' Cost of 
Natural Gas: ($000) 


Capital Invested in Utility 
Operations (Rate Base) ($000) 


Transmission and 


Distribution Pipelines: 


Kilometers 


* The Consumers' Gas Company Ltd., 


1982 to March 31, 


1983 
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1983) 


1982 


(rounded ) 


1,199,400 
138,600 
, 338,000 


— 


4,299,600 
14,462 ,400 
o Ud 0 


SSS SSS 


796,800 
1,960,800 
0 2 a 


2,423,500 


2,035,200 


39,200 


Corporation Limited and Union Gas Limited. 


1,142,600 
136,800 
ie 9400 


SSS SSeS 


3'/9877.100 
14,650 ,400 
0 Uy 0 


SESS 


623,300 
1 els, SC 
2 Peo 


_SSa_aa=[=ayaa=|=a|=|==|= 


1,894,700 


1,828,500 


36,900 


Northern and Central Gas 


. decision can be changed 
oard decisions may be challenged in three dif- 
erent ways: 
the Board may itself review a 
pon the application of any inter 
pon its own initiative; 
interested parties may, within 
ays of a decision, petition the C 
)ntario government to review it; 
“upon questions of law o jurisdiction, appli 
ation for judicial review may be made to the 
Divisional C Court 


ther matters 


he Ontario Energy Board is responsible for 
gore than just natural gas rates. 
ther matters relating to the oil and 
acluding Pil ipeline construction an 
ion franchises. 

The Board also reviews annually th 
ates proposed by Ontario Hydr 
mitten recommendations on them t 
ster of Energy. The Board does not, however, 
eview the rates of municipal electric utiliti 
_A more precise explanation of the 
Bei, and procedures may be found in the 
Jntario Energy Board Act and Regulations, the 
Aunicipal Franchises Act, and the Petroleum 
esources Act. 
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lor further information, please contact: 
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Some basic facts 


The three largest Ontario gas utilities are Co 
sumers’ Gas (serving parts of central and easte 
Ontario and operating also as Brockville Gi 
Gnmsby Gas, Ottawa Gas, and Provincial Ga 
Northern and Central Gas (serving parts 
northern and eastern Ontario); and Union G 
(serving parts of southwestern Ontario). 
Smaller areas ate served by Natural Resout 
Gas, Inter- City Gas, and Wellandport Gas. 
All these utilities are under the jurisdiction 
the Ontario Energy Board. : 
Ue le ga s utilities in Kingston and Kitchener g 


ot As natu ural g as suis in in Ontario Hs contee ¢ 


investors in the gas utility an opportunity to 4 
a fair return. 


The Ontario Energy Beaks does wot automat 
cally approve rate changes. Each application r 
be reviewed carefully at a orbit hearing, whe 


11 


all interested parties can present their views. 


Ontario produces less than 2 per cent of its 
on Canada by two pipeline systems, one 
ss Canada through northern Ontario and the 
t through the United States re-entering 
ada near Sarnia. 


q 


distributors must pay for gas from western 
nada. This factor has accounted for about 78 
+e 


r cent of residential rate increases in recent 
| with the balance due to the increased 


file enough written information so the Board 
conduct a thorough review of the financial 
ysition of the utility and the appropriateness of 
new fates being requested. If the Board feels 
the information is inadequate, further infor- 


ce to the public 
fter receiving the gas utility’s application, the 
ie d instructs the utility to notify affected 
arth 
nicipal governments in the gas utility’s ser- 
> area are always informed by registered mail 
or courier. For the thousands of individual 
customers, notification is by newspaper ad- 
vertisements like the following example. 
- Sometimes a hearing date is included in 
|. the advertisement. In either case, instruc- 
tions to potential participants are set out. 


© copy of ifs pr 


i 


Who can participate? 


All gas customers, whether residential customers 
or large industrial users, ate entitled to parti- 
cipate. So are municipalities and groups or asso- 
ciations that wish to present a collective point of 
view. Those that do participate are called inter- 
venors. Although lawyers or agents frequently 
represent intervenors, this is not essential; indivi- 
dual citizens do appear and speak for themselves. 


How to intervene 


Within the period specified in the notice, usually 
two weeks, the prospective intervenor must 
inform the Board in writing of the intention to 
intervene, sending a copy to the gas utility’s 
lawyers as well. 

The intervenor should say if he or she wishes 
to appear at the hearing. Recognizing that some 
people cannot attend at all stages or arrange for 
someone to be present on their behalf, the Board 
Secretary will try to arrange a time when a pattici- 
pant may be heard. 

Although it is sometimes mote effective to 
appear in person (or be represented by a lawyer, 
agent, of a group spokesman), a simple interven- 
tion can be made by writing a letter to the Board 
Secretary for presentation at the hearing. 

Whether a letter is written for filing at the 
hearing or a party wishes actually to participate, 
the written notice of intervention should indicate 
why the person has an interest in the outcome of 
the heating and the reasons for supporting or 
opposing the gas utility’s application. A written 
submission providing other details may also be 
helpful. An intervenor may file his submission 
later, after requesting and reading the utility’s 
pre-filed evidence. 

Board staff and counsel are available to assist 
the public to intervene. The Board Secretary 
should be contacted if assistance is required. 

Once the date and location of the hearing have 
been established, the Board Secretary will 
arrange for the intervenors to be notified. 


Pre-hearing conferences 


It ts often helpful if participants hold a meeting 
to review the material for clarification, to define 
their differences, and to arrange procedural mat- 
ters before the hearing. All intervenors receive 
notice of, and are encouraged to attend, these 
public conferences. 


The hearing 


Anyone is welcome to attend a hearing, 
may last from a few days to several weeks. F 
ings ate usually held in ibe Board offices 
Toronto. 

At the hearing the Hibs: must prove th: 
needs the rate changes applied for. The B 
usually hears the utility’s evidence first. In 
venors may ask questions of the utility witne 
or make their views known by giving evidence 
by presenting a submission, or all three. Pers 
giving evidence can be questioned by all pal 
pants at the hearing, including lawyers represe 
ing the utility, Board staff, and the Bo 
members themselves. : 

A transcript of the hearing is taken. A cop’ 
available at the Board offices for ae 
any member of the public. 


If a gas utility believes that a change in its cos 
buying gas or in other costs of doing business \ 
cause it to suffer immediate financial difficult 
it can apply for an interim rate change. Th 
interim rate applications also require public h 
ings, which last only a day or so. When inte 
tate changes are granted they are still subjec 
review at the main hearing. y 


After the hearing 


: 
Interim hearings 
( 


The Board’s decision and order 


After hearing all evidence and submissions, 
Board members who heard the case deliber 
and make a decision. The Board’s decision is th 
written and released. ; 

The Board may deny the rate change 
quested, grant a portion of it, or cc 
entire request if it is justified. The Tesi 
accompanied by reasons for decision. 

Finally, a Board order is issued, and the 1 
changes become effective. All participants oa 
copies of the decision and order, which are « 
available to the public. 
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August, 31, 1984 


TO THE HONOURABLE JOHN BLACK AIRD 
ce ee eee Ay LL Di 


Lieutenant Governor of the Province of Ontario 


MAY IT PLEASE YOUR HONOUR: 


I take pleasure in submitting the 


Twenty Fourth Annual Report of the Ontario Energy 


Board for the fiscal year ended March 31, 1984. 


Philip Andréwes 
Minister of Energy 
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Ontario 
Ontario 9th Floor 
14 Carlton Street 
Energy Toronto, Ontario 
Board M5B 1J2 


416/598-1600 


June 29, 1984 


Honourable Philip Andrewes 
Minister of Energy 

Queen's Park 

Toronto, Ontario 

M7A 2B7 


Dear Minister: 


I have the honour to present herewith the 
Annual Report of the Ontario Energy Board for the 


fiscal year ended March 31, 1984. 
Respectfully submitted, 


Ze f i 


Robert H. Clendining A 
Chairman 
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Most of the quantitative references in this Report are expressed in 


metric units. The following conversion table is provided for your 
Convenience. 
cubic metre(m?) 0.0353 thousand cubic feet(Mcf) 
thousand cubic metres(103m>) 0.0353 million cubic feet(MMcf) 
kilometre(km) 0.6214 miles 


thousand cubic feet(Mcf) 28.328 cubic metres(m>) 
million cubic feet(MMcf) 28.328 thousand cubic metres(103m3) 
mile 1.609 kilometres(km) 


INTRODUCTION 


The Board 


The Ontario Energy Board is a quasi-judicial regulatory 
agency of the Government of. Ontario. It is comprised of 
Members, appointed by the Lieutenant Governor in Council 
under the Ontario Energy Board Act, and technical and 
administrative staff, appointed under the Public Service 
Act. The Board is responsible to the Legislature through 
the Minister of Energy. 


Role of the Board 


The Board regulates all natural gas utilities in 
Ontario except those municipally owned and controlled. It 
is responsible for determining rates and charges For the 
transmission, storage, distribution and sale of natural gas 
in the province; for the designation and authorization of 
natural gas storage areas; for authorizing construction of 
transmission lines; for authorizing expropriations for 
natural gas pipelines; and for approving franchises for 
natural gas utilities to serve designated areas. The Board 
acts upon references from the Minister of Energy regarding 
Ontario Hydro wholesale rates and other rate-related 
matters; from the Minister of Natural Resources regarding 
certain oil and gas matters; and from the Lieutenant 


Governor in Council on any question respecting energy. 


Jurisdiction of the Board 


Under the Ontario Energy Board Act 

Approving or fixing rates and other charges for the 
sale of gas by transmitters, distributors and storage 
Companies and for the transmission, distribution and 


storage of gas. 


Ensuring compliance by gas utilities with the Uniform 


System of Accounts. 


Granting leave to construct pipelines and related 


facilities. 


Granting authority to expropriate land for pipelines 
and related facilities and authorizing pipeline 


crossings of highways, utility lines and ditches. 


Recommending to the Lieutenant Governor in Council the 
creation of designated gas storage areas, authorizing 
their use and arbitrating compensation payable to 


landowners under certain conditions. 


Approving gas storage agreements and allocating surplus 


storage facilities to a transmitter or distributor. 


Unitizing the interests in gas and oil spacing units 


and pools. 


Reporting to the Lieutenant Governor in Council on 
applications by gas utilities to sell their assets or 
amalgamate with other utilities and on applications by 
persons to acquire shares of a gas utility which would 
result in a holding of more than 20 per cent of such 


shares. 


Upon reference from the Lieutenant Governor in Council, 


reporting on any question respecting energy. 


Upon reference from the Minister of Energy, reporting 


on Ontario Hydro rate proposals and related matters. 


Under the Municipal Franchises Act 

Approving the terms of a proposed by-law granting a 
franchise to supply gas to a municipal corporation or 
to distribute gas in the municipality, and extending 
the term of such franchise or of a transmission 


franchise. 


Granting certificates of public convenience and 
necessity to construct works and supply. gas in 


municipalities, 


Under the Petroleum Resources Act 
Upon reference from the Minister of Natural Resources, 
reporting on certain applications for permits and 


licences. 


Under the Public Utilities Act 
Controlling gas utilities that contravene municipal 
by-laws prohibiting the distribution and sale of gas 


containing sulphuretted hydrogen. 


Under the Assessment Act 
Deciding whether certain gas pipelines are, transmission 


lines for assessment purposes. 


Under the Toronto District Heating Corporation Act, 1980 
Upon appeal by a customer, fixing steam rates for 
certain customers of the Toronto District Heating 


Corporation. 


Overview 


oe 
L The operating environment of the Board during the fiscal 


year was affected by various changes. In addition to a 
decline in inflation, Federal Government arrangements with 
Alberta resulted in a lessening of the rate of increase in 
the wholesale cost of gas to the utilities. As a consequence 
of these and other factors, there were less significant rate 
applications filed by Ontario utilities and fewer rate 
increases granted. This trend is expected to continue in the 


current fiscal year. 


When each rates application was being considered, the 
utility was required to inform the Roard whether it was 
operating within the Ontario Government restraint program and 
that it had taken steps to remain within the quidelines for 


the duration of the program. 


In addition to the annual reference from the Minister 
of Energy regarding Ontario Hydro wholesale rates, the Board 
also received a direction from the Lieutenant Governor in 
Council to hold public hearings and report on aspects of 
natural gas supply and pricing of concern to Ontario 
industries using natural gas as a feedstock. These 
references and eleven applications for gas rate changes, as 
well as thirty-one other proceedings, were considered by the 


Board and are summarized in this Report. 


REGULATORY HEARINGS 


Natural Gas Rates 
Introduction 


On June 30, 1983 the Federal Government announced that 
an amendment to the September 1, 1981 Memorandum of 
Agreement had been successfully negotiated with the 
Government of Alberta. The effect of this amendment was to 
stabilize natural gas pricing’ to January 3%, 1985. During 
this period, the wholesale price for natural gas was not to 


exceed 65 percent of the price of oil. 


During the fiscal year, this action had a beneficial 
influence in moderating the previous escalation of natural 
gas rates in Ontario. The effect of this moderation on 
typical residential customer rate changes granted to each of 
the three major Ontario gas utilities is shown in the 


Appendices. 


A comparison of Federal Government changes in wholesale 
gas costs to the utilities for the past two fiscal years is 


set out below: 


Amount of Increase (Decrease) 


$ per 103m? 


1983-84 1982-83 
August 1, 1983 (0.38) Auqust 12 1980038 


September 1, 1982 4.51 
February 1, 1984 Dats Rebruar Ye ution LIBS, 2 act 


The Consumers’ Gas Company Ltd. 


Consumers! distributes natural gas in parts of southern 
and eastern Ontario, including Metropolitan Toronto. It 
also operates under the names of Brockville Gas, Grimsby 


Gas, Ottawa Gas and Provincial Gas. 


Consumers' previous rates application for its L738 Lest 
year was summarized in the last Annual Report. However, 
Board Reasons for Necision relating to Phase II of that 
application were not issued until April (26.4703 cn ihe poerd 
concluded, among other things, that future cost allocation 
studies should be based on rate schedules, including a 
separation between small volume and large volume high load 
Factor service (Rate 110). The Board also concluded that 
establishing Cyanamid Canada Inc. (a current Rate 110 


customer) as a separate rate class was not justified. 


The Board recognized the trend of increasing indicated 
overcontribution from the high load factor customer class 
(Rate 110) compared to the continuing increase in the 
indicated undercontribution of the residential customer 
class. In order to modify this trend and to recognize the 
non-cost factors, the Board ordered the utility to reduce 
the commodity charge to Rate 110 customers. The revenue 
shortfall resulting from this reduction in rates was to be 
recovered through rate increases to the residential and 


general service customers. 


Consumers' new main rates application for its 1984 test 
year was filed in April and heard in June, July and August, 
1983. Consumers' requested rate increases to avoid 
incurring a forecast revenue deficiency of $19.5 million in 
its 1984 fiscal year. In its Reasons for Decision of 
November 1, 1983 the Board determined that a reasonable rate 
of return on rate base was 12.80 percent and, after making a 
number of adjustments, that there would be no revenue 


deficiency in Consumers' 1984 fiscal year and, therefore, no 


' need for rate increases. 


The following table shows the siqnificant financial 
elements of Consumers’ final submission and the Board 
Decision for the 1984 test year. The previous Board 


Decision for the 1983 test year is shown for comparison. 


EBRO 386 EBRO 39 
a Previous ec cue se er oi nay Sieve 
Board Palin al: Board 
Decision Consumers' Decision 
Janke” 26/83 Submission Nov. 1/83 


Test Year Ending September 30 


198s 1984 1984 
($000's) 
Rate Base AGM DS ga-29 fi, 22,600 lez, 70.0 
Utility Income 1245954 150,200 Pose ric ay 
Indicated Rate of 
Return on Rate Rase Liles GW on A2ieZ6s6 12.80% 
Cost of Capital 
Long-term Debt 11.48% V25 also ‘a lia 
Unfunded Debt aie Oo Oh BOK 10.00% 
Preference Shares OF 8 70 tees O73 TORE B95 
Accumulated Tax 
Deferrals - - - 
Common Equity A Ded Dio 16.00% 1s D075 
Allowed Rate of Return 
on Rate Base eZ oe dior O25 1) 25 tend bes 
Revenue Deficiency Zi, OO 124000 | 0 


Consumers' proposed to recover $23.345 million in 
unabsorbed demand charges through rates in its 1984 test 
year of which $20.341 million was expected to be incurred in 
1CS 1985 Fiscal year, It further proposed that $5.2235 
million forecast unabsorbed demand charges in 1984 should be 
recovered in rates in its 1985 fiscal year. The Board 
decided sthatsotuuhe total forecast, of $28,568. million, 
$8.227 million should be recovered via rates in Consumers' 
1984 test year. The Board also allowed the recovery through 
rates, in Consumers' 1984 test year, of unabsorbed demand 
charges of $7.090 million forecast. to be incurred in 
Consumers! 1983 fiscal year. The total recoverable 
unabsorbed demand charges in the test year were, therefore, 


£75,317 Ll iion: 


As previously noted, Cyanamid Canada Inc. requested 
that, it be placed in a separate rate class for, firm gas 
service and that it be charged a "cost based" (as distinct 
from “cost related") rate for the halance of 1983 and 
a"decremental rate" from January 1, 1984. These requests 
were denied by the Board. On November 28, 1983 Cyanamid 
petitioned the Lieutenant Governor in Council to vary the 
Board Decision by ordering Consumers' to comply with 
Cyanamid's requests and make appropriate adjustments. This 


petition was pending at the end of the fiscal year. 
Inter-City Gas Corporation 


Inter-City is a Manitoba-based gas utility which 


distributes gas in and west of Fort Frances, Ontario. 


Inter-City had filed a new main rates application on 
August 12, 1982. Pending the hearing of the main 
application, Inter-City, on August 8, 1983, requested an 
interim order, without a hearing, to provide for’ a*reduction 
in its gas rates. By Order dated August 25, 1983 the Board 
granted the requested reduction of 6.04 cents per Mcf 
effective September 1, 1983. 


A further Order, dated March 16, 1984, granted a 
one-time rate refund of 4.69¢ per Mcf reflecting a reduction 
by the U.S. Federal Energy Requlatory Commission of the 
transportation rate of Inter-City Minnesota Pipelines 
Limited. 


By application dated January 16, 1983 Inter-City 
applied for temporary winter service rates to Boise Cascade 
Canada Limited for the period November, 1983 to March, 1984 
inclusive. This application was deferred to the hearing of 
the main application which was pending at the end of the 


fiscal year. 


Natural Resource Gas Limited 


Natural Resource Gas (NRG) is a small utility serving 
Aylmer and surrounding communities and acquires its natural 
gas supply from Union Gas, Consumers' Gas and local 


producers. 


NRG filed a main rates application on February 21, 
I72eo.t lun JULY ere 98> NRG “applied for an interim anerease 
in its rates, effective August 1, in order to recover 
increases in the wholesale cost of gas. The interim hearing 
commenced on October 28, 1983 at which time it was adjourned 
untaiel shurtherm notice sat the mequest of NRG. On February .23, 
1984 NRG withdrew its interim application and it was decided 
to proceed with the main application. Consideration of the 
main application began on April 30, 1984 and after two days 
of hearing was adjourned pending resolution of NRG's gas 


supply agreement with Union Gas. 
Northern and Central Gas Corporation Limited 


Northern and Central distributes natural qas in parts 


of northern and southeastern Ontario. 


As noted in the previous Annual Report an 
Order-in-Council dated March 16, 1983 prevented the Board 
from issuing an Order implementing its March 8, Reasons for 
Decision because the Minister of Consumer and Commercial 
Relations had referred the Decision to the Inflation 
Restraint Board (1.ReB..) for consideration. The T..R.B. 


changes are identified in the table which follows. 


By application dated June 2, 1983 Northern claimed that 
it would experience a revenue deficiency of $9,354,300 in 
its 1984 test year. It proposed that this deficiency be 
recovered entirely from its fixed rate classes. This 
application was heard in October, and the Board Reasons for 


Decision were issued on December 30, 1983. 


The following table shows the siqnificant financial 
elements of Northern's final submission and the Board 
Decision for the 1984 test year. The previous Roard 


Decision for the 1983 test year is shown for comparison. 


EBRO 384 EBRD 396 ne 
i Previous Sl Le New ‘1 
Board Final Board 
Decision Northern Decision 
Mar. 6/83 Submission Dec. 30/83 
Test Year Ending December 31 
Le Be 1984 1984 
($000's) 
Rate Base ed Ore OME pl Fa lo 0) Jf Ne lia hae eu 8) 
Utility Income i ah Sa Whe a ee eo Beets oye 
Indicated Rate of 
Return on Rate Base 9.84% Wil e4s7i%o 1 1435:8% 
Cost of Capital 
Long-term Debt (ie Peete 1B i WPI ob NZ) Le 
Preference Shares Bi So Ge A Gyo 6.16% 
Accumulated Tax 
Deferrals 3.00% SPW Ore 3 OOo 
Common Equity 1.61.0 Oe 16.25% VO. 734 
Allowed Rate of Return 
on Rate Base 12.65%* theres 1s Wg Shee 
Revenue Deficiency 1356.20) ..0% a Tn AS Ws OLN) aH 


* Subsequently revised as follows by Order-in- 
Council 1754/83 dated June 24, 1983 based on 
Inflation Restraint Board review. 


Common Equity ye Ys feb 

Allowed Rate of Return i ae 
on Rate Base 

Revenue Deficiency phbia owas key/ 


The Board determined that a $7,820,400 revenue 
deficiency would exist in the 1984 test year and accepted 
the method proposed by Northern for the recovery of this 
deficiency from the fixed rate classes. This would result 
in a maximum annual increase of about 4 percent for a 
typical residential customer. The Board confirmed an 
interim rate decrease to special contract customers based on 
cost allocation evidence and its conclusion that rate 
increases to industrial customers at that time could 


precipitate further reductions in sales and the potential 


loss of industrial customers to an alternate fuel source 
which would have the effect of increasing rates to all 


remaining customers. 


The Board rejected Northern's request to recover in 
rates, over the next five years, a TransCanada PipeLines 
demand charges payment of $2.3 million (including $1 million 
interest) as a result of unsuccessful litigation concerning 
a contract between the companies. The Roard also rejected 
Northern's proposal for a deferred account to accumulate 
unrecovered demand charges resulting from future "force 


majeure" situations with its contract customers, 
Tecumseh Gas Storage Limited 


Tecumseh provides underground gas storage facilities in 
Lambton County to serve Consumers' Gas. It does not 


distribute natural gas. 


On March 7, 1983 Tecumseh applied for increased rates 
to be charged for the storage and transportation of gas. 
This application was heard in May and the rate proposals 
were approved subject to adjustment to reflect the reduced 


revenue deficiency determined by the Board. 


The following table shows the significant financial 
elements of Tecumseh's final submission and the Board 
Decision. The previous Board Decision is shown for 


comparison. 


EBRO 394 


EBRO 36.5. =. sy 
~ Previous I New | 
Board Final Board 
Decision Tecumseh Decision 
J 2.07.6 2 Submission June 20/83 


Test Year Ending March 31 


1985 1984 1984 
($000's) 
Rate Base DD 26 Ws8 54,228.4 54: ile? See 
Utility Income Bre Di, La Gae Di OO. 2 
Allowed Rate of Return 
on Rate Base 12 De 1352.77 ASO: eo 
on Common Equity A>. OOF 15.00% 14.50% 


Revenue Neficiency Zo 418 2l Ia Be? Vy 02250 


Union Gas Limited 


Union distributes natural gas in most of southwestern 


Ontario. 


As noted in the previous Annual Report, a main rates 
application for Union's 1984 test year was filed in July, 
1982 with pre-filing of evidence completed in September. 
The hearing began in December, 1982 and argument was 


completed in February, 1983. 


The following table shows the significant financial 
elements of Union's final submission and the Board Decision 
for the 1984 test year. The previagus Board Weersignafonsthe 


1983 test year is shown for comparison. 


EBRO 382 HS EBROWSES 
i Previous a New | 
Board Final Board 
Decision Union Decision 
April 8/82 Submission April 22/83 
Test Year Ending March 31 
1983 1984 1984 
($000's) 
Rate Base T Voy oe che gren DIE 309,130 
Utility Income 18,278 G0. 1.3 85,564 
Indicated Rate of 
Return on Rate Base TORO iso Dee 0 VOys D750 
Cost of Capital 
Long-term Debt Tle Bibra 12501% TTS 96% 
Short-term Debt 18.00% 12.00% Ole 55 
Preference Shares Teed 9.90% s) 3 SOY 
Common Equity 16 se 17.00% 15.60% 
Allowed Rate of Return 
on Rate Base 4S3O 8% WSO8s 12.65% 
Revenue Deficiency 31,062 ow Agron Ie, SOI OD 


One of the cost items contributing to Union's claimed 
revenue deficieney .was!the: Lact ithat the®tnitt' cost of, 
Synthetic natural gas (SNG) purchased by Union from Petrosar 
Limited was significantly higher than the unit cost of 


Union's other gas supplies. The total premium accumulated 


under the Petrosar contract during the period November 1, 
1981 to March 31, 1983 was approximately $60 million. 
However, successful mitigation by Union had reduced the 
premium to $9.217 million, which amount the Board directed 
be collected in rates in Union's 1984 and 1985 fiscal 

years. he Board further ordéred that~™ho part’ of this net 
premium was to be included in rate base nor interest paid on 


thasiamoumnt’ afiverr Mare hi! 31,1983. 


Union forecast a 1984 test year cutback in the Contract 
Demand (CD) gas supply contract which would resultein 
unabsorbed demand charges of $8.693 million and it proposed 
that these’ be included in its cost of gas for the 1984 test 
year. The Board disallowed the charges and Union 
subsequently applied to the Divisional Court for leave to 
appeal the Board decision in this regard. Leave to appeal 
was granted but the appeal was dismissed on November 1, 
1965. 


Union's proposal to recover the revenue deficiency 
from the various customer classes on an incremental basis 
was accepted by the Board. However, the Board did not 
accept Union's proposed structural change to its rate 
schedules. Further, Union's proposal to revert to two rate 
schedules instead of the current single schedule for 
residential and non-contract commercial and industrial 
customers was rejected by the Board in the interests of 
stability and in the absence of any compelling reason for 


such a split at this time. 


During this proceeding the Board authorized two rate 
changes on an interim basis, subject to adjustment, to 
recover increases in the cost of gas. The Board decision 
confirmed the Interim Orders and directed that $300,000 in 
inventory credits be passed on to the affected customers. 
The Board also ordered the recovery of the reduced revenue 


deficiency by increasing designated rate schedules. 


The Board expressed concern about the alternating 
increases in the demand and commodity components of rate 
schedules. The semi-annual gas cost pass-throughs, imposed 
by the Canada/Alberta energy pricing Memorandum of Agreement 
prior to the time of this hearing, had resulted in increases 
in the commodity charge, whereas past annual revenue 
deficiencies impacted more heavily upon the demand 
component. The Board is primarily concerned with rate 
stability but it also recognizes that this may result in an 
inherent and unavoidable characteristic when "passing 
through" the upstream cost of gas. The Board is to be kept 
informed of Union's continuing efforts to maintain 
reasonable relationships between commodity and demand 


charges. 


A new.rates application for Union's 1985 test’ yearswas 
filed in September, 1983. This application was heard in 
December, 1983 and in January and March, 1984. The hearing 
was adjourned on January 23 to prepare for consideration of 
the matter of a security deposit required by Union from 
Natural Resource Gas Limited. The hearing was reconvened on 
March 2, 1984 and concluded in the same month. The Board 
decision was pending at the end of the fiscal year. 

(Reasons for Decision regarding rates were subsequently 
issued on April 24, 1984 followed by Supplementary Reasons 
For Decision regarding the NRG security deposit on April 26, 
1984.) 


Union Gas Limited Joint Venture with Imperial Oil Limited 


In 1968 Union and Imperial entered into a joint venture 
for the development and use of the designated gas storage 
areas known as the Bickford Pool and the Sombra Pool. Union 
was named operator of this joint venture. For some years 
Union has had an application pending for the fixing of final 
rates for storage service by the joint venture, thus 
enabling the Board to deal with the matter on an interim 
basis. The main rates hearing commenced on March 27 and 
concluded on April 5, 1984 and the Board decision is 


pending. 


Wellandport Gas Company Limited 


Wellandport is a small natural gas utility serving 
customers in the Townships of West Lincoln and Wainfleet in 
the Regional Municipality of Niagara. It produces most of 


its own natural gas but also purchases some from Union Gas. 


On January 6, 1984 the Board approved, without a 
hearing, Wellandport's December, 1983 application to extend 
itsZexisting interim. rates’ for the sale of qas for a period 


of snot Snore: than one: year Commencing December 15, 1983. 
Gas Storage 


On September 22, 1983, following a hearing, the Board 
designated Gaiswinkler Enterprises Limited as manager of a 
tertiary production operation in the Gobles Pool, previously 


managed by Rayrock Resources Limited. 
Certificates and Franchises 


During the fiscal year the Board granted four 
certificates of public convenience to Northern & Central Gas 


Corporation Limited as follows: 


a) Town of Picton, Villages of Bloomfield and Wellington, 
Township of Hallowell; 

b) Town of Mattawa; 

c ) Village of Sundridge, Township of Strong; 

d) Township of Oliver. 


At Northern's request, the Board also amended the 
certificate granted in the previous fiscal year for the Town 


of Valley East. 


The Board also approved..or prescribed the, terms, and 
conditions of twelve franchise agreements for the 


distribution of natural gas, as follows: 
Consumers' Gas - Townships of Mono and Clarence 


Northern and Central Gas - Towns of Picton* and Mattawa*; 
Townships of Hallowell; Brighton; 
Sophiasburgh*; Strong* and 
Dliawer*s 
Villages of Bloomfield; 
Chesterville and Wellington. 


* municipalities enfranchised for the first. time. 
Pipeline Construction 


Six applications for leave to construct by Northern & 
Central and one by Union Gas were heard in the fiscal year, 


as follows: 


Northern and Central 


- from TCPL Transmission Line, to District Regulator 
Station, Town of Brighton. 

- from Township of Sophiasburg to Village of Wellington. 

- from Town of Rayside-Balfour to Town of Valley East. 

- from Township of Papineau to Town of Mattawa. 

- from Village of South River to, 7 ownsha py of, Strong. 


- from Township of Paipoonge to Township of Oliver. 
Union Gas 
= from Sti*Mary"s*to Beachville% 


These were all approved subject to conditions 
concerning environmental and construction aspects, and with 


provisions for the filing of post-construction cost and 


environmental information. 


Pipeline Exemptions 


In special circumstances the Board may exempt a person 
From obtaining leave to construct a particular transmission 
pipeline. During ut hesfiscal year the Board granted Union 
Gas an exemption from hearing in the case of the Brantford 
Township NPS6 Line. 


Accounting Orders 


Under the Board Uniform Accounting Procedures, Union 
Gas requested three accounting orders, for (a) a change in 
depreciation rates, (b) amortization of the SNG premium for 
the period November 1, 1981 to March a Ve 84 aand SCC) an 
amendment to the Board Accounting Order issued Maye an 252 
with respect to the final accounting of a Petrosar SNG 


premium account. All three requests were granted. 


In addition, the Board received requests from 
Consumers', Northern & Central and Union for accounting 
orders authorizing the deferral of the net impact of 
February 1, 1984 changes in the price component of the cost 
of natural gas. These requests were pending at the end of 


the fiscal year. 


ADVISORY HEARINGS 


Ontario Hydro 


A reference was received from the Minister of Energy on 
ApPiiehta, 1983 requesting ‘the (Godard! to 'examinerand reporv on 
Ontario Hydro's proposal to change its rates effective 
January 1, 1984. The hearing commenced May 31 and concluded 
June 30, 1983, after which argument was submitted by the 
various parties. . The Board reported to,.the Minister, of 


Energy on August 31, 1983. 


Ontario Hydro proposed a total net revenue requirement 
for 1984 of $3,767 million, an increase of $461 million over 
the level expected in 1983. This revenue increase would be 
realized through $124 million in higher sales and $337 
million in the proposed rate increases. The major factors 
necessitating the increase in the 1984 revenue requirement 
were forecast by Hydro to be: load and system growth ($506 
million increase), the economic environment ($162 million 
increase), and changes in financial, depreciation and 
accounting policies ($207 million decrease). Hydro's 
proposal would have resulted in an average increase of about 
9.7 percent for the 321 municipal utilities, the 
approximately 100 industrial customers and Hydro's rural 


retail customers. 


In its report to the Minister, the Roard recommended 
that the 1984 revenue requirement be reduced by $116 
million, as shown in the Appendices thereby lowering Hydro's 
proposed average rate increase to 6.3 percent from 


9.7 percent. 


The Board made the following specific recommendations 


and comments: 
Recommendations Relating to Cost Allocation and Rate Design 
ee That the appropriateness of the modified CPP be 


reviewed as a pre-requisite to the acceptance of any 
rates based on its use. 
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That Hydro strive to bring seasonal rates into effect 
in 1985, together with diurnal differentiation and that 
early notice should be given of this intention. 


That Hydro ensure that the study of customer 
classification and diversity benefits is completed and 
included in its 1985 rate proposal. 


That Hydro review the sharing of diversity benefits in 
general and the Bary Correction in particular. 


That Hydro review the boundary between the generation 
and transmission functions as well as the proportion of 
grid costs that should be treated as energy related. 


That an off-peak excess demand charge should not be 
included in the rate schedules. 


That the extended demand interval measurement as 
proposed by Hydro be accepted. ; 


That the interruptible rate discount be adjusted to B1¢ 
per: KW. for 1984, 


That the distributing companies be included with the 
municipal utilities for cost allocation purposes. 


That the proposal for impact relief for the direct 
industrial customers be rejected and the new rate be 
phased in. 


That cost allocation methodology proposed and 
recommended but not implemented should not be excluded 
from reconsideration in the review of a subsequent rate 
proposal. 


That the blended rate proposed by Hydro be rejected. 


That the intermittent rate .as proposed by approved on 
an experimental basis subject to annual review. 


That intermittent power should be made available to all 
bulk power customers and that separate metering or 
other certain means should be employed to ensure that 
there is no conversion of firm power to intermittent 
power. 


Recommendations Relating to Future Hearings 


ies 


That Hydro's proposal to alter the schedule for the 
preparation of load forecast for future’ hearings be 
accepted on a trial basis. 


That the economic assumptions underlying the load 
forecasts, especially as to economic growth rates be 
explicitly stated. 
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That the operation of NPN should be continued and that 
the Board be informed of the negotiations with AECL at 
the next hearing respecting the cost of steam and OM&A 
costs. 


That Hydro's present policy as tos the! pracingeofspower 
used internally is inconsistent with that used for 
steam and such inconsistency should be reviewed in next 
year's hearing. 


Hydro should present an up-to-date review of its 
progress in obtaining permission for new transmission 
lines at Bruce in next year's hearing. 


The treatment of disallowed nuclear agreement payback 
costs be examined further in next year's hearing. 


That Hydro submit a report at next year's hearing on 
the status of its cobalt negotiations with AECL. 


That Hydro provide more detailed support fou ous 
methodology for forecasting hydraulic production at 
next year's hearing. 


That the staff and compensation levels for non-regular 
staff be closely examined at next year's hearing. 


That in future submissions, overtime costs be shown 
separately by branches as part of the general 
compensation information. 


That the Atrium space should be vacated as soon as 
possible and that the Board should be informed of 
progress in this area. 


External marketing advice should be sought by Hydro and 
presented in evidence, at least in a preliminary 
fashion, im next year's hearing. 


Evidence on the magnitude of training costs to be 
capitalized be filed at next year's hearing. 


That Hydro prepare a list of consistently delinquent 
municipalities for introduction at next year's hearing, 
if requested by the Board to do so. 


That Hydro be prepared to review its accounting 
policies, practices and procedures in respect of heavy 
water in next year's hearing. 


That Hydro present a thorough review of Lennox for 
presentation at the next hearing which should include a 
study of its potential usefulness in the 1990s, the 
cost to decommission and a proposal to accelerate its 
write-off. 


wiO4. 2 


17. That Hydro produce at next year's hearing a comparison 
of its capital budgeting and cost control process with 
that followed by comparable U.S. Utilities eincluding 
the material filed with those utilities' regulatory 
boards in regard to this subject. 


18. That Hydro in next year's hearing address the issue as 
to whether the accumulated provision accounts should 
continue to be treated as debt in computing the debt 
ratio. 


Recommendations Relating to Other Matters 


Le That Hydro reconsider policies with respect to exchange 
gains or losses resulting from premature retirement of 
debt. 

Li That Hydro reconsider policies with respect to 


specialized training costs. 
Comments for Consideration of the Minister 


ds That Hydro seek an amendment to the Power Corporation 
Act to allow it to charge an appropriate rate of 
interest on its overdue accounts. ~ 


Natural Gas Used as a Feedstock 


Order-in-Council 316/83, dated February 9, 1983, 
directed the Board to examine and report on aspects of 
natural gas supply and pricing of concern to Ontario 
industries using natural gas as a feedstock. Following the 
issuance of appropriate notices, all pre-filed evidence was 
received by July 11 from interested parties. The hearing 
commenced on July 18, adjourned on August 5, reconvened on 
September 6 and concluded on September 135, 161988 cfhomcestit otal 
of 24 hearing days. Final written submissions and replies 


were failed bytOetober, 121, 1.98 3.2 


Submissions were received from the twenty-one parties 
listed below and evidence was presented at the hearing by 
fourteen participants and direct day-to-day participation in 
terms of cross-examination was conducted by most of those 
parties. In addition Board staff filed a report requested 
by Cyanamid relating to cost allocations and an expert 


witness testified on that study. 


* C-I-L 
* Cyanamid Canada, Inc. 
* Dow Chemical Canada Inc. 
* Nitrochem Inc. 
EO WUNOCO . LIC. 
Urban Development Institute 
* Universal Explorations Ltd. 
Canterra Energy Ltd. 
* Consumer and Corporate Affairs Canada 
* Dome Petroleum Limited 
* Consolidated Natural Gas Limited 
* TransCanada PipeLines Limited 
Industrial Gas Users Association 
Petro-Canada 
* Northern and Central Gas Corporation Ltd. 
* Consumers' Gas Company Ltd. 
* INCO Limited 
* Independent Petroleum Association of Canada 
* Union Gas Limited 
Nova, An Alberta Corporation 


Inter-City Gas Corporation 


* presented direct evidence and/or participated at hearing 


Note: Consumers Fight Back also appeared briefly. 


Among these participants, C-I-L, Cyanamid and 
Nitrochem, as manufacturers of ammonia-based products, were 


the largest users of natural gas as a feedstock. 


The Board heard submissions concerning two major groups 

of proposals: 

a) alternative gas supply arrangements, other than 
the traditional purchase from regulated 
distributors and, 

b) a province-wide common rate for natural gas used 


as a feedstock. 


and submitted its Report to the Lieutenant Governor in 
Council on February 10, 1984. 


The Board reported that in the short-term the selling 
prices of the products of the Affected Industries are not 
influenced by the price of natural gas, but in the long-term 
they are w Ulhe price of gas affects the profitability and 
consequently the competitiveness of the Affected Industries 
which have suffered dramatic increases in their gas costs 
since 13.79. The cost of qas to Ontario ammonia producers is 
higher than that to their competitors in Alberta, the United 
States and beyond North America. The cost disadvantage is 
expected to continue through 1986. Financial hardship, to a 
varying degree, will continue for the Ontario ammonia 
producers and other large-volume natural gas users as long 
as the price of gas remains inflexible compared to the 


variable prices of the end products of these industries. 
The Board recommendations were as follows: 


i That direct purchasing of natural gas, regardless of 
end use, by any Ontario user be endorsed by the 
Government of Ontario as being in the long-term public 
interest, provided the interests of the Ontario 
utilities and their customers can be protected. 


Lie That the Government of Ontario give consideration to 
amending the Ontario Energy Board Act as required to 
fully implement direct purchases. 


3 That the Government of Ontario give consideration to 
supporting the proponents of direct purchasing before 
the’ relevant regulatory bodies in ‘other jurisdictions. 


4. That the Ontario Energy Board be authorized to receive 
and review in public rate hearings or such other time 
as is appropriate any proposed direct purchase 
arrangements concerning natural gas to be delivered for 
use in Ontario, with the objective of approving such 
arrangements if, in the opinion of the Board, they were 
in the public interest and adequately protect the 
interests of other parties in Ontario. 


25 That the proposal by Nitrochem and Cyanamid for a 
common feedstock rate be rejected by the Government. 


(cme That if it is deemed appropriate by the Government to 
assist ammonia producers in Ontario a direct subsidy be 
considered by the Government in preference to the 
indirect subsidy by means of a common feedstock rate. 


Permits and Licences 


The Board received the following three references from 
the Minister of Natural Resources respecting applications 


for permits to drill in designated gas storage areas. 


a) Tecumseh Gas Storage Limited for a permit to drill in 
the Wilkesport Pool, 
b) Union Gas for a permit to drill in the Dawn 251 Pool, 


c) Forbes Resources for a permit to drill in the Dawn 


59-85 Pool. 


The Board issued Reports to the Minister recommending 


granting of the permits in all three cases. 


ONTARIO PIPELINE COORDINATION COMMITTEE (oPcc) 


The OPCC is an interministerial committee whose purpose 
is to ensure that pipelines have minimal undesirable effect 


on the land by requiring that: 


° environmentally sensitive areas be avoided in route 


selection; 

landowners be adequately notified and informed; 
construction procedures and schedules be developed to 
cause the least disturbance to the right-of-way and 
Surroundings; and | 

clean-up and restoration measures be responsibly 
implemented to restore the right-of-way to as good a 


condition as existed before the project was started. 


Chaired by the Board Pipeline Coordinator, the OPCC 
coordinates the review of Environmental Reports and assists 
Board staff in the prepartion for hearings and the 
development of conditions of approval for pipeline 
applications. During the fiscal year, the OPCC monitored 
the construction of five pipelines approved by the Board to 


ensure compliance with conditions of Board Orders. 


Three Ministries that previously participated in the 
OPCC on a project specific basis, joined the Committee for 
all project reviews. The OPCC now consists of 
representatives from the Ministries of Agriculture and Food, 
Citizenship and Culture, Consumer and Commercial Relations, 
Energy, Environment, Municipal Affairs and Housing, Natural 
Resources, Transportation and Communications and when 


appropriate, the Niagara Escarpment Commission. 


During the fiscal year, the Committee produced 
comprehensive "Environmental Guidelines for the Construction 
and Operation of Hydrocarbon Pipelines in Ontario" which 
were well received by industry. These Guidelines set out 


the functions and concerns of the OPCC and its relationship 


to the Board. Also documented are environmental concerns of 
the member Ministries, assistance and construction 
procedures, as well as mitigative measures for various 


construction activities. 


The close working relationship between the National 
Energy Board (NEB) and the OPCC continued throughout the 
fiscal year and the concerns of the OPCC were incorporated 
in the NEB conditions of approval for a pipeline to be 
constructed in southern Ontario. The OPCC also assisted the 
Ministry of Energy in the preparation for a NEB hearing 
regarding a proposed propane terminal and loading facility 


in Flamborough Township. 


During the fiscal year, the OPCC was involved in 
monitoring various stages of construction of more than 500 
kilometres of natural gas pipelines under federal and 


provincial jurisdiction. 


ADMINISTRATION 


As part of its continuing program of streamlining the 
requlatory process, the Board benefited this year from the 
introduction of monitoring forms which enable it to have a 
more comprehensive data base of utility activities. The 
next step in this improvement program is to computerize this 
information and adapt other emerging technologies to Board 


operations. 


In conjunction with ongoing initiatives regarding the 
regulatory process, the Board reorganized its staffing 
structure during the fiscal year. This reorganization, 
based on functional areas of responsibility, is shown in the 


Appendices. 


Changes in Board Members also occurred during the 
Fiscal? years? Messtsieb. Mi Treadgold,*Qf€. and’ I." Re Dunn 
retired. Miss S. J. Wychowanec, Q.C. was appointed Deputy 
Provincial’ Secretary foridustice,  Mrs7 Rio R." Perdue, Q.C. 
became a full-time Member and Ms. M. C. Rounding and 


Mr. J. D. McFadyen were appointed to the Board. 


At the end of the fiscal year the staff of the .Board 


totalled 33. Board Members and senior staff were: 


Re He Clendining - Chairman 

I. C. Macnabb - Vice-Chairman 

iH, ok. Chatterson - Member 

D. A. Dean - Member 

J. D. McFadyen - Member 

Re &. Perausc ~ Member 

M. C. Rounding - Member 

D. H. Thornton - Member 

Ji, © Butler - Part-time Member 

De be, COak - Energy Returns Officer 
P. F. Cunningham ~ Manager, Administrative Services 
5-A.C. Thomas - Board Secretary 

D. Grader - Board Solel vor 

Deeks Cochran - Special Projects Officer 


Board total expenditures for the fiscal year were 
$2,569,654 of which $853,981 was recovered from applicants 
by way of fees and costs and paid into the Consolidated 


Revenue Fund of the Province. 


In Board Notices of Application (which are published in 
newspapers having major circulation in Ontario) provision is 
made for those who do not-wish to actively participate in 
the hearing to write to the Board expressing any concerns 
they may have about the application. These letters are 
reviewed by Board staff when preparing for the hearing and 
are summarized at the hearing by Board counsel. In this 
fiscal year the Board received 113 letters of concern and 
several petitions, as compared to 66/7 letters in the 


previous fiscal year. 


In addition to letters of concern regarding specific 
applications, the Board also receives many letters and 
telephone calls from natural gas customers relating to a 
variety of difficulties which have arisen with their gas 
utility. Board staff discuss some of these matters with the 
parties in an attempt to resolve the issues and reply to all 


written complaints. 


Appendix A-1 


NATURAL GAS RATE CHANGES GRANTED TO 
THE CONSUMERS' GAS COMPANY LTD. 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1983 TO MARCH 31, 1984) 


een 


A typical residential customer, using 3.77 10>m> of gas annually 
for space and water heating, would have incurred an annualized cost of 
approximately $860 based on rates in effect at the beginning of the 
fiscal year. 


During the fiscal year no rate changes were qranted: 


Annualized effect 


Amount per on typical resi- 
Effective Date 102m? Reason dential customer 
$ $ 


(approximately) 


N/A Nil N/A Nil 


The annualized cost for a typical residential customer remains at 
approximately $860 for fiscal year 1984. 


Appendix A-2 


NATURAL GAS RATE CHANGES GRANTED TO 
NORTHERN AND CENTRAL GAS CORPORATION LIMITED 

FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1983 TO MARCH 31, 1984) 


A typical residential cysfo 
m 


mer, using 3.87 107m? of gas annually in 
the Western Zone, or 3.77 10 


in the Northern Zone, or 3.12 103m? in the 
Fastern Zone, for space and water heating, would have incurred an 


approximate annualized cost of $796 or $806 or $691, respectively, based on 
rates in effect at the beginning of the fiscal year. 


During the fiscal year the following rate changes were granted: 


Annualized effect 
Amount per ‘ on typical resi- 
10’m 


dential customer 
Effective West North East 


West North East 

Date Zone Zone Zone Reason Zone Zone Zone 
$ $ § $ $ $ 
(approximately) 
Jan. 1/84 Oe 1 e725 1.48 Gas Cost 1 3 5 
Jan. 1/84 8.44 8.44 8.44 Revenue Requirement oD) OYA 26 


SsGr 9 eay, | 72.92 Lp eight 22) 31 


Based on the above, the annualized cost for a typical residential 
customer at the end of the fiscal year would have been approximately 
4.3 percent higher or $830 in the Western Zone, or 4.3 percent higher or 


$841 in the Northern Zone, or 4.5 percent higher or $722 in the Eastern 
Zone. 


Appendix A-3 


NATURAL GAS RATE CHANGES GRANTED TO 
UNION GAS LIMITED 
FOR TYPICAL RESIDENTIAL CUSTOMERS 
(FISCAL YEAR APRIL 1, 1983 TO MARCH 31, 1984) 


SR A a 


A typical residential customer, using 3.54 10m? of gas annually 
for space and water heating, would have incurred an annualized cost of 
approximately $777 based on rates in effect at the beginning of the 
fiscal year. 


During the fiscal year the following rate changes were granted: 


Annualized effect 


Amount per on typical resi- 

Effective Date 102m? Reason dential customer 
$ $ 

(approximately) 
April 29, 1983 2y54 Gas Cost | 8 
Bort 29 4.1983 Ap Oe) Revenue Requirement 39 
Bec. 20D 6S CAZG 7D Gas Cost (6) 
bere e 41 


Based on the above, the annualized cost for a typical residential 
customer at the end of the fiscal year would have been approximately 
5 percent hiqher or approximately $818. 


BOARD RECOMMENDATIONS RELATING TO THE 
ONTARIO HYDRO 1984 RATE PROPOSAL 


Hydro's forecast of the Canadian 
inflation rate be adjusted and its 
revised forecast of U.S. inflation 
rate be accepted 


Hydro's forecast of interest rates be 
adjusted 


Hydro's forecast of the Canadian 
dollar be adjusted 


Hydro's load forecast be adjusted 
Hydro's revised coal costs be accepted 


Hydro's revised power purchase costs 
be accepted 


Hydro's forecast of secondary sales 
be adjusted and the average price be 
adjusted 


Hydpoms electrical capacityafactor for 
Bruce A be adjusted 


Hydro's revised charges for the nuclear 


payback be accepted 


Hydro's forecast nuclear in-service dates 


be delayed 


Hydro's revised productivity cuts be 
accepted 


Hydro's forecast OM&A costs be adjusted 


Hydro"s revised pension fund liability 
be accepted 


Appendix 8B 


Increase 
(Decrease) 
in Revenue 


Requirement 


$millions 


2a 


A tis) 


Za 


(to) 
38 


(28) 


nil 


Appendix B 


Increase 
(Decrease) 
in Revenue 
Requirement 


$millions 


Hydro's forecast of revised training costs 8 
be adjusted 


Hydro's accounting policy for the 1 
capitalization of training costs be altered 


Hydro's revised interest expense be G35) 
accepted 


Hydro's revised decommissioning charges be 2 
accepted 

Hydro's accounting treatment for BHWP A 7 
be altered 

Hydro's requested net income be adjusted (54) 


to no more than $350 million 


Hydro's interest costs be adjusted > 


TOTAL (116) 


The effect of this total downward adjustment in 
revenue requirement of $116 million would be to lower 
Hydro's proposed average rate increase from 9.7 percent to 
6.3 percent. 
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Appendix —E 


SELECTED STATISTICS 


MAJOR ONTARIO NATURAL GAS UTILITIES* 


(Fiscal Year April 1, 


Number of Customers: 


Residential 
Commercial & Industrial 
Total 


Sales Volume: (102m?) 
Residential 


Commercial & Industrial 
Total 


Sales Revenue: ($000) 


Residential 
Commercial & Industrial 
hota 


Drstribiitors. | GosiGaon 
Natural Gas: ($000) 


Capital Invested in Util 


Operations (Rate Base) 


Transmission and 


Distribution Pipelines: 


Kilometres 


* Ahe Consumers’) Gas: Company Ltd, 


1983 to March 31, 


1984) 

1984 1983 
(rounded) 
1,247,700 Bei IF S400 

144 ,100 138,600 
1.391800 b45989000 
4,100,700 4,299,600 
14,032,100 14,462,400 

9 9 9 2; 0 

32000 796,800 
2,330,600 1,960,800 
2,262, 700 27 OTe 
23092,200 2,423,500 
2, 202;,900 ZOoD's ZUG 

40,200 39,200 


Corporation Limited and Union Gas Limited. 


Northern and Central Gas 
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MEER bie for $8.00 prepaid from the Ontario 
Government Bookstore, 880 Bay Street, Toronto. 
Qut-of-tewn customers please write (enclosing cheque 
or money order payable to the ‘Treasurer of Ontario’) to 
The Ministry of Government Services, Publications 

: Services Section, 5th Floor, Toronto, Ontario M7A 1N8. 


Telephone: Toronto: (416) 965-6015 
Toll free: 1-800-268-7540 
Northwestern Ontario: 0-Zenith 67200 
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gop, Energy 
Ontario Ontario 
Minister Ministry 56 Wellesley St. West 
of 12th Floor 
Toronto, Ontario 
Energy M7A 2B7 


416/965-4286 
Telex 06217880 


September 30, 1985 
To The Honourable Lincoln M. Alexander 
Lieutenant Governor of the Province of Ontario 
MAY IT PLEASE YOUR HONOUR: 


| take pleasure in submitting the Annual Report of the Ontario Energy Board for the 
fiscal year ended March 31, 1985. 


This year marks the twenty-fifth anniversary of the Board since its creation in 1960 


under the Ontario Energy Board Act. This special edition of the Annual Report 
commemorates these twenty-five years of service in the Province of Ontario. 


Respectfully submitted, 


be fol Won 


Vincent G. Kerrio 
Minister of Energy 


MEMBERS OF THE ONTARIO ENERGY BOARD 


From left to right: Harvey R. Chatterson, John C. Butler, Patrice E. Boisseau, Richard R. Perdue, Orville J. Cook, 


Bunli Yang, Donald H. Thornton, Robert W. Macaulay, Marie C. Rounding, Denis A. Dean. 
Absent: Robert H. Clendining, immediate past Chairman, lan C. MacNabb, immediate past Vice-Chairman, 


John D. McFadyen, Member. 


MESSAGE FROM THE CHAIRMAN 


Twenty-five years ago, the Ontario Energy Board Act 
was enacted by the Ontario legislature. 


It is a time to look back, just as it is a year to take stock 
of where we are heading in the future. 


In 1960 natural gas deliveries to Ontario from western 
Canada were beginning to escalate. Ontario Hydro was 
working very hard to keep up with demand while 
developing the last of its major hydraulic sites. 


When the Ontario Energy Board Act was introduced, 
the natural gas utilities had misapprehensions about 
the widespread regulatory powers of the Board and the 
creation of the new Ministry of Energy Resources. 
Through patience and understanding, the regulated 
industry and the Board have developed an excellent 
working arrangement based upon mutual respect for 
the task of the other. 


During the early and even middle years of its life this 
Board struggled with a number of problems ranging 
from inflation to regulatory lag. These problems were 
compounded by the major changes that were occurring 
in the energy and economic environment. Nothing 
seemed to stay put for more than a moment. 


During the late 1960's and early 1970's as the oil crisis 
developed in the Middle East, as natural gas prices and 
inflation soared, as Ontario Hydro turned to nuclear 
generation and as the public became conservation 
conscious, the challenges for distributors and 
regulators multiplied and diversified. Legislative 
changes were made to adapt to the new economic 
environment. 


During these years, this Board decided on hundreds of 
natural gas applications and conducted over a dozen 
major reviews of Ontario Hydro rates. The Board has 
reported to the Lieutenant Governor, the Minister of 
Energy and the Minister of Natural Resources upon a 
substantial array of energy related matters. These 
years have provided the Board with a wealth of 
experience upon which the future can be built. 


We believe that the Government, the industry and the 
public will be able to rely on this Board to carry out the 
public duties entrusted to it. A strong nucleus of 
resources and expertise is in place to handle whatever 
duties are given to us by the Legislature. 


Our facilities have been greatly improved. A working 
public library and reference section has been added 
and the expertise of the staff strengthened. The Board’s 
organization has been restructured with the addition of 
anew computer and data bank so that we can perform 
more efficiently internally and better monitor the 
performance of natural gas utilities. The Board co- 
sponsored the creation of the Canadian Conference of 
Administrative Tribunals because we believe that 
administrative boards have a key role to play in the 
future and can learn from each other. 


In the next decade, we expect many Changes in our 
regulatory environment that could well make this period 
different from any period faced by this Board or any 
other Board in North America before. 


Energy shortages have turned to excess Supply and 
Capacity. There is a move away from a tight regulation 
of rates and conditions of service of all consumers to 
deregulation in some industrial consumer sectors. This 
may lead to producer-distributor and producer- 
consumer alliances. The Board's role may well change 
from a “hearing forum” to one of administering certain 
aspects of the industry. Whatever road this Board does 
or does not take, it is clearly no longer adequate for this 
Board merely to respond to what is presented in 
evidence in the hearing room. 


Whether this Board will be asked to assume greater or 
less responsibility is a matter that the Government will 
decide. But as this Report indicates, the Board is 
positioning itself to fulfil whatever role the Government 
assigns to it and looks forward to the next twenty-five 
years with confidence. 


Yours truly, 


Robert W. Macaulay 
Chairman 


MANAGING ENERGY IN ONTARIO 


The foundation of the economy and the comfort and 
well being of the Province of Ontario rests 
fundamentally on the supply of energy at reasonable 
prices. 


It is impossible to conceive of a province like Ontario, 
with a high standard of living and reasonable levels of 
production and employment, without an abundant and 
reliable supply of low cost energy. 


A slight change in energy prices can turn black ink to 
red for industry and alter the economic prospects of the 
regions in which it is located. 


Energy distribution and pricing has to be properly 
managed. Regulators and administrators like this Board 
face a number of challenges in the next decade. 


One challenge regulators and utilities already face |s 
the question of market share. Natural gas utilities have 
never competed directly in Ontario. Regulation 
prevented free competition that would have resulted in 
redundant construction and higher costs for the natural 
gas consumer. But there are other forms of energy 
competing against each other for new customers in a 
relatively mature and static market. Close to 40 percent 
of the energy consumed in Ontario comes from oil, 31 
percent from natural gas, 16 percent from electricity, 
nine percent from coal and four percent from other 
sources. At some time or another, depending on the 
circumstances in the market, these forms are all natural 
competitors. 


This Board is constantly faced with the larger question 
of the roles of these forms of energy in Ontario and 
how the needs of Ontario's economy can best be 
served by them. Wasteful and expensive competition 
can be avoided if some attempt is made to ‘rationalize’ 
the supply and distribution of energy in this province. 


The utilities are in a quandary about what to do with 
excess Capacity, particularly during off peak periods. 
Utilities face another challenge and that is to shape 
consumer demand, shifting It away from peak to off 
peak periods. An optimum match of the customers’ 
needs with the utilities’ needs should ultimately mean 
lower costs for the customer. Regulators have a 
responsibility to ensure stability in prices and reliability 
of service but must also acknowledge the importance 
of flexible rate design and incentive programs to allow a 
utility the opportunity to meet its revenue requirement 
while meeting customers’ needs. 


Deregulation in the energy sector is another challenge 
facing regulators and utilities in the coming decade. 
The advent of deregulation will not necessarily mean 
less regulation but rather different ways to ensure that 
affordable prices are available to users. Regulators may 
allow utilities greater freedom in determining rates for 
industrial and commercial customer sectors. | 


ROLE OF THE ONTARIO ENERGY BOARD 


The Board essentially has four major duties: 


1. To fix the rates of natural gas utilities. 

2. To review rate proposals of Ontario Hydro. 
3. To report on references. 

4. To administer certain Legislative Acts. 

Al 


. FIX RATES OF GAS UTILITIES 


The rates which the gas utilities charge to their 
customers must be approved by this Board before they 
go into effect. The Board has the authority to require 
each utility to come before it from time to time to justify 
a change in rates or the continuation of a rate which 
may then be in effect. Rates are to be ‘just and 
reasonable” for both the customers of a utility and its 
shareholders who must have the opportunity to earn a 
fair return on their investment. The Board also 
considers the quality of the service which gas 
companies provide to their customers. 


This type of regulation is common in North America 
where a gas utility is given a designated service 
territory within which it has no competition from another 
gas distributor. Regulation is thus created to be sure 
that the utilities charge reasonable rates and provide 
safe and reliable service. 


A major gas rate hearing takes the staff, and a panel 
usually of three members hearing the case, 
approximately two or two and a half months in 
preparation, approximately three weeks in the hearing 
and an additional two months to write the decision. 


2. REVIEW RATE PROPOSALS OF 
ONTARIO HYDRO 


Whenever Ontario Hydro proposes to change its rates 
it must submit such a proposal to the Minister of Energy 
who then refers it to this Board. The Board reviews 
Ontario Hydro’s bulk power rate proposals (wholesale 
rates to municipalities and certain industrial customers 
having an average power demand of 5,000 kilowatts or 
more). The reference from the Minister does not usually 
lead to as broad a consideration as that for a gas utility 
application because certain elements are excluded 
such as Ontario Hydro’s system expansion program. 
The Board's recommendations are not binding on 
Ontario Hydro. Ontario Hydro may or may not choose 
to implement the Board’s recommendations. 


Preparations for a Hydro rate hearing continue 
throughout the year and intensive staff work begins in 
February. The hearing commences in June and runs 
about four weeks. Panel members and staff take 
another two months to prepare the Board's report. 


3. REPORT ON REFERENCES 


From time to time, the Lieutenant Governor in Council, 
the Minister of Energy or the Minister of Natural 
Resources may refer a matter to the Board that 
requires a public hearing and a Board report. These 
references normally concern matters of energy and 
generally attract widespread public interest. Public 
hearings permit the presentation of evidence and 
argument by individuals, public interest groups and the 
industry under an informal but conirolled environment. 
The Board report is only advisory in nature. 


References as a rule take some two months of 
intensive preparation and may take up to eight weeks 
in hearings, and two months to prepare the report. 
Normally three members of the Board sit on these 
references. 


The Board may also conduct generic hearings on 
matters under its own jurisdiction. In 1984, a hearing 
dealt with the public participation in our hearing 
process and the awarding of costs either prior to the 
hearing, during the hearing or subsequent to the 
hearing. Decisions on generic hearings take the form of 
a report. 


4. FUNCTIONS UNDER CERTAIN 
LEGISLATIVE ACTS 


IN addition to the Ontario Energy Board Act, the Board 
has jurisdiction arising from provistons in several other 
Statutes (see “Jurisdiction of the Board’). All of them 
address the regulation oLenergy-related matters. Most 
of them are related to the activities of natural gas 
utilities. The Board deals with a number of matters 
arising from these statutes in particular The Petroleum 
Resources Act and The Municipal Franchises Act. 
Public hearings are scheduled where there is a 
statutory requirement. The time involved in these 
matters varies with each case. 


JURISDICTION OF THE ONTARIO ENERGY BOARD 


The Board's jurisdiction is both regulatory and advisory 
and arises from the Ontario Energy Board Act and the 
provisions of several statutes enumerated below. 


UNDER THE ONTARIO ENERGY 
BOARD ACT 


Approves rates and charges for the sale, distribution, 
transmission and storage of gas. 


Ensures compliance by gas utilities with the Uniform 
System of Accounts. 


Grants leave to construct pipelines and related 
facilities. 


Grants authority to expropriate land for pipelines and 
related facilities and authorizes pipelines to cross 
highways, utility lines and ditches. 


Recommends to the Lieutenant Governor in Council 
designated gas storage areas, authorizes their use and 
determines compensation payable to landowners. 


Approves gas storage agreements and permits a 
transmitter or distributor to use the empty space of a 
storage company. 


Unitizes the interests in gas and oil spacing units and 
pools. 


Reports to the Lieutenant Governor in Council on 
applications by a utility to sell its assets or amalgamate 
with another utility and on applications by persons to 
acquire shares of a gas utility which would result in a 
holding of more than 20 percent of such shares. 


Reports to the Lieutenant Governor in Council on 
energy matters referred to the Board. 


Examines and reports to the Minister of Energy on 
Hydro rates and rate-related matters, pursuant to 
references from the Minister. 


UNDER THE MUNICIPAL 
FRANCHISES ACT 


Approves the terms of by-laws granting a utility a 
franchise to supply and distribute gas to a municipal 
corporation and renews the terms of such franchises. 


Grants certificates of public convenience and necessity 
to construct works and to supply gas in municipalities. 


UNDER THE PETROLEUM 
RESOURCES ACT 


Advises the Minister of Natural Resources on applica- 
tions for a licence to inject, store or remove gas and 
other related permits and licences. 


UNDER THE PUBLIC UTILITIES ACT 


Rules on municipal claims that a utility has contravened 
municipal by-laws prohibiting the distribution and sale 
of gas containing sulphuretted hydrogen. 


UNDER THE ASSESSMENT ACT 


Decides whether certain gas pipelines are transmission 
lines for assessment purposes. 


UNDER THE TORONTO DISTRICT 
HEATING CORPORATION ACT, 1980 


Fixes steam rates for certain customers of the Toronto 
District Heating Corporation, formerly the Toronto 
Hospitals Steam Corporation, upon appeal by the 
customer. 


ORGANIZATION OF THE ONTARIO ENERGY BOARD 
ee ee ee eee DOUARD 


LOCATION 


The Ontario Energy Board occupies two floors in a 
downtown Toronto office on Carlton Street. The office 
has two large public hearing rooms, a reference library, 
meeting rooms, computer facilities and staff offices. 
Public hearings are sometimes held outside Toronto at 
locations convenient to the public. 


BOARD MEMBERS AND STAFF 


The Chairman and Board members are appointed by 
the Lieutenant Governor in Council. The Chairman was 
appointed for a five year term and members are usually 
appointed for three years. The Board, currently consists 
of nine members, including lawyers, engineers, 
economists and accountants. 


The Board employs close to 30 full-time staff, including 
support staff that have special or technical knowledge 
in matters relating to Board hearings. Legal counsel are 
engaged to conduct major hearings and the Board 
frequently retains outside consultants to advise and 
testify during the proceeding. 


WORKLOAD 


The Board dealt with over 100 applications or 
references in the year. Each application was different 
and put varying demands on the time and resources of 
Board staff. Applications from utilities ranged from a 
simple request to adjust an internal accounting 
procedure to a major construction project which 
affected natural gas rates for all its customers, or a 
major application to adjust rate levels and rate 
structures. Each matter was handled individually, and 
the coordination and scheduling of these various 
applications was carefully planned. 


Work on a major application usually starts two or three 
months before a hearing. For rate applications, a utility 
submits detailed financial data supporting its request for 
a rate increase. Ontario Hydro alone submits about 
5,000 pages of evidence that includes highly technical 
and statistical data. This material is reviewed by 
Technical Services staff to ensure it is accurate and 
up-to-date. Interrogatories are prepared by staff if more 
information is required or the data already submitted is 
incomplete. During a rate hearing, a utility may receive 
in excess of one hundred interrogatories from Board 
staff and intervenors. 


COMPUTER SERVICES 


The Board acquired a computer data processing 
system to help it with the tremendous volume of 
material. The computer enables staff to do in-depth 
analysis of the material and eases the administration of 
moving information to and from the utility. The staff now 
have the capacity to perform modelling exercises to 
assist in the review of the application. 


LIBRARY AND MICROFILM SERVICES 


Other services at the Board are making information 
more readily available to staff and to public groups 
participating in hearings. A new reference library 
includes periodicals and other current information on 
regulation and the natural gas industry. Previous Board 
Cases are now in a convenient microfilm library and 
available to anyone wishing to research previous 
decisions. 


PUBLIC INQUIRIES 


The Board Secretary handles general inquiries on 
applications before the Board regarding procedural 
matters. Intervenors may also seek advice from the 
Technical Staff so that they can participate in the 
hearing process. 
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PUBLIC HEARINGS AT THE ONTARIO ENERGY BOARD 
ae ae neeees eee ee OU ARU, 


Public input is fundamental to every Board inquiry. 
Applications or references are dealt with in public 
hearings held at the Board offices in Toronto or at 
locations convenient to interested and affected parties. 


Interested parties may participate in a hearing once 
they have filed an intervention with a brief explanation 
of the reasons for intervening. 


APPLICATIONS, REFERENCES AND 
BOARD MOTIONS 


The Board Secretary will schedule a hearing upon 
receipt of an application from a natural gas utility, a 
reference from the Lieutenant Governor in Council or a 
reference from the Ministers of Energy or Natural 
Resources to consider an energy-related matter. 
Sometimes the Board will initiate a proceeding to 
consider a matter under its jurisdiction. 


NOTICE OF HEARING 


Once the application is filed and the Board has 
determined the scope and probable length of the 
hearing, all parties are notified. The Board Secretary 
directs the Applicant to publish and serve notice on all 
affected parties and interested public groups. 


For major rate cases, a utility will publish 
announcements of its application in regional daily 
newspapers and personally serve notice on municipal 
clerks in the utility's service area. The Board Secretary 
will also direct the utility to notify parties of the time and 
place of the hearing. 
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ONTARIO PIPELINE COORDINATION 
COMMITTEE 


Applications to construct a pipeline are referred 
immediately to the Ontario Pipeline Coordination 
Committee. The Committee represents a number of 
government ministries Concerned with the impact of a 
construction proposal on the environment. It is chaired 
by a Board staff member and includes representatives 
from the following Ministries: 


Agriculture and Food 

Citizenship and Culture 

Consumer and Commercial Relations 
Energy 

The Environment 

Municipal Affairs and Housing 
Natural Resources 

Transportation and Communications. 


The Committee sets out steps a utility must take before 
the application is set down for hearing. Route selection 
and environmental impact studies are a necessary part 
of pre-filed evidence and are usually reviewed by 
Committee members and outside consultants before 
being tabled as evidence in the hearing. The 
Committee handles inquiries from affected groups who 
have particular concerns about a construction project. 


PRE-FILED EVIDENCE 
& INTERROGATORIES 


Evidence in support of an application is filed with the 
Board two or three months before the hearing. The 
Board staff or intervening parties normally seek 
additional information by way of interrogatories. Utilities 
answer interrogatories Concerning the pre-filed 
evidence before the hearing commences. 


‘FIRST DAY’ PROCEEDINGS 


Before the main hearing commences, the Board panel 
reviews procedural matters, technical issues and the 
general approach to the hearing with interested parties. 
This gives everyone the opportunity to become familiar 
with the application and to identify all the issues they 
wish to address in the hearing. 
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THE HEARING 


At a hearing, the Board ensures that sufficient evidence 
is presented, tested and put on the record. The utility 
bears the onus of proving its need for the rate increase 
it has applied for. The Board usually hears the utility 
first through written evidence and witnesses who testify 
on its behalf. Intervenors and Board staff then question 
these witnesses and, to strengthen their position, may 
offer their own witnesses. These witnesses, in turn, may 
be cross-examined by the utility. The proceedings are a 
matter of public record and transcripts are available at 
the Board's office. 


When all the evidence has been given, each party has 
an opportunity to interpret what has been presented in 
the form of argument which may be either written or 
oral. A Board decision follows and, depending on the 
complexity of the case, will be published a few weeks 
or a few months later. 


BOARD DECISION 


The Board summarizes its findings in either a 
document called “Reasons for Decision” or a “Report.” 
All the issues and arguments raised in the hearing are 
discussed and dealt with in this report. 


BOARD ORDER OR 
RECOMMENDATION 


The Board Order is a legal document directing the 
implementation of a Board decision. The order is 
binding on a natural gas utility and may, in some cases, 
involve other parties like a municipality or an industrial 
customer. When the Board reaches a decision on 
Ontario Hydro or another energy-related matter, a 
Report is made to the appropriate Minister who may or 
may not implement the Board’s recommendations. 


REVIEW AND APPEALS OF BOARD 
ORDERS 


A decision of the Board may be challenged in a 
number of ways. Parties may apply to the Board 
requesting that it review or amend the order it has 
issued. Parties may also petition the Lieutenant 
Governor in Council requesting that the Board's 
decision be altered or reheard. A decision of the Board 
can also be appealed to the Divisional Court providing 
that it is based upon a question of law or jurisdiction. 
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ACTIVITIES OF THE ONTARIO ENERGY BOARD 
APRIL 1, 1984 TO MARCH 31, 1985 


The Board dealt with 107 applications from natural gas The following table lists all the applications and 

utilities, five references from the Ministers of Energy references heard. Summaries of the maior cases follow. 
and Natural Resources which included a review of 

Ontario Hydro, and a reference from the Lieutenant 

Governor in Council to consider the Unicorp/ Union 

takeover. 


TYPE OF APPLICATION NO. OF APPLICATIONS 
Natural Gas Rate Reviews (EBRO) 3 

Interim Rate Reviews (EBRO) 8 

Pipeline Construction & gir , 
Expropriations (EBLO) 

Pipeline Exemptions (PL) 2 
Accounting Orders (UA) 5) 

Franchise Approvals (EBA) oS 

Certificate Approvals (EBC) Si 

Permits to Drill (EBRM) 4 

Other Orders (EBO) 9 

Reference from the Lieutenant { 


Governor in Council (EBRLG) 


Reference from Minister of Energy 1 
for Ontario Hydro (HR) 


TOTAL 113 


iS) 


NATURAL GAS RATE REVIEWS 


Three natural gas distributors applied to the Board for Consumers’ Gas Company Ltd. did not apply for an 
annual rate increases: Northern and Central Gas increase in rates in 1985. 

Corporation Limited, Natural Resource Gas Limited and Listed in the table but not described in this report are 
Inter-City Gas Corporation. Although the main rate eight interim rate applications from utilities seeking 
application from Union Gas Limited was heard in the minor rate increases to recover higher costs attributed 
previous fiscal year, the case was re-opened in August in the main to higher wholesale natural gas prices. 


1984 to settle a security deposit matter. The 


NORTHERN AND CENTRAL GAS CORPORATION LIMITED (NORTHERN) 


Northern serves approximately 140,000 customers in Northern projected a revenue deficiency of $7,186,600 

northwestern, northern and eastern Ontario. It for its 1985 test year and proposed to recover it from its 

distributes gas to more than 100 communities in an fixed rate customers. 

area extending from Kenora to points 200 miles along 

the shores of Lake Ontario and the St. Lawrence River. The following table shows the key financial elements of 
Northern's final submission and the Board’s decision. 

The application was filed June 6, 1984, and after three The previous Board decision for the 1984 test year is 

months of preparation, was heard in September. The shown for comparison purposes. 


Board's decision was issued on December 28, 1984. 


FE FE rr eee 


EBRO 396 
Previous EBRO 399 EBRO 399 
Board Final New Board 
Decision Northern Decision 
Dec. 28/83 Submission Dec. 28/84 


eee 
TEST YEAR ENDING DECEMBER 31 


1984 1985 1985 
Rate Base ($000’s) PASH Maher 0) 308,137-3 SUS Sis 
Utility Income ($000’s) 31,683.9 37,9539 37, 953.9 
Indicated Rate of Return on Rate Base 11258% 12.32% 1223296 
Cost of Capital 
Long-term Debt 12.55% 12.86% 12.86% 
Preference Shares 6.16% 6.28% 6.28% 
Accumulated Tax Deferrals 3.00% 3.00% 3.00% 
Common Equity Leow) 16.50% 15.75% 
Allowed Rate of Return on Rate Base 12.98% 13.46% 13.23% 
Revenue Deficiency ($000’s) 7,820.4 7,186.6 DilieZ.5 
Northern has recently attempted to diversify its (2) An extension of the winter period rate for the 
customer base through the introduction of aggressive interruptible industrial customers. 
Sales programs aimed at residential and commercial he 
customers. Northern proposed several changes to its The Board accepted the utility's interim deficiency of 
rate structure, two of which were accepted by the $1,652,000 during the period August 1 to December 31, 
Board. 1984. The resulting rate increase reflected the gas cost 
; changes which had become effective on February 1 
(1) An adjustment to the residential and general and August 1, 1984. These increases were collected 
service rate so that customers having similar load from all firm customers in the western and northern rate 
Characteristics were treated in the same manner. zones. 
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NATURAL RESOURCE GAS LIMITED ( 


NRG is a relatively small utility serving approximately 
1,750 customers in Aylmer and surrounding communi- 
ties. NRG purchases its natural gas from Union, 
Consumers’ and a number of local producers. 


NRG filed its application on February 21, 1983. The 
question of whether NRG should pay a security deposit 
to Union caused a delay in a decision for its test year 
ending September 30, 1984. The Board approved an 


Rate Base 
Utility Income 
Indicated Rate of Return on Rate Base 
Cost of Capital 
Debt 
Preference Shares 
Common Equity 


Allowed Rate of Return on Rate Base 


Revenue Deficiency 


NRG) 


interim $40,000 increase in revenues to the company 
and the final Board’s decision was issued on 
October 19, 1984. 


The following table shows the key financial elements of 
NRG’s final submission as well as the Board’s decision. 


Data from the previous Board decision is shown for 
comparison purposes. 


EBRO 3/73 
Previous 
Board 
Decision 


Aug. 31/82 


EBRO 393 
Final NRG 


Submission 


EBRO 393 
New Board 
Decision 
Oct. 19/84 


TEST YEAR ENDING SEPTEMBER 30 


Io 

$1,141,347 
5 .../8;/63 
6.90% 
18.25% 
9.00% 
16.50% 

15.92% 


$ 205,879 


eg 


1984 
$1,623,000 
hit Revie aya) 

11.58% 

13.77% 

9.00% 

16.50% 

14.03% 


OP eeo40 


1984 
$1,620,000 
$ 187,634 

11.58% 

13:77% 

9.00% 

16.25% 

13.93% 
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INTER-CITY GAS CORPORATION (INTER-CITY) 


The Board decided that it would be in the customers’ 
and shareholders’ best interests to grant the 13.23% 
rate of return, resulting in an increase of 2.3054 
cents/mcf to its rates. The Board issued its decision on 
June 22, 1984. 


At the time of the application, Inter-City was distributing 
gas to the communities of Fort Frances and Rainy 
River. Its largest customer in the area is Boise Cascade 
Canada Limited. 


Rate increases since 1982 have been dealt with 
through a series of interim hearings. A main hearing, in 
which the Board undertook a complete review of the 
utility's financial status, was held on May 23, 1984. 


The following table summarizes the key financial 
elements of the rate proposal and the Board's decision. 
Data from the previous Board decision is shown for 
comparison purposes. 

Inter-City proposed a rate of return of 13.23% and a 

2.4666 cents/mcf increase to its existing rates. 


SS SS eee eee eee 


EBRO'374 
Previous EBRO 389 EBRO 389 
Board Final New Board 
Decision Inter-City Decision 
Apr. 29/82 Submission June 22/84 


EEE 


TEST YEAR ENDING DECEMBER 321 


eee eee 
1980 1984 1984 


Rate Base $1,068,116 $1,378,800 $1,357,600 
Utility Income eSlgeansoyoa Ould $ 139,500 $ 139,500 
Indicated Rate of Return on Rate Base 3.05% 10.12% 10.28% 
Cost of Capital 

Long-term Debt 9.15% 11.38% 11.38% 

Common Equity 15.50% 16.00% 16.00% 
Allowed Rate of Return on Rate Base 11.69% 13.23% 13.23% 
Revenue Deficiency $ 104,330 $ 85,830 $ 80,220 
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UNION GAS LIMITED (UNION) 


Union is the second largest gas distributor in Ontario, 
serving approximately 490,000 customers in 
southwestern Ontario. Union also operates a network of 
pipeline, storage and compression facilities to provide 
service to its customers and other utilities in eastern 
Ontario and Quebec. 


Union filed an application in September 1983 to 
increase rates for its 1985 test year. The Board heard 
the application in December 1983, January and March 
1984 and re-opened the case in August to consider 


Union's requirement for a security deposit from Natural 
Resource Gas Limited, one of its wholesale customers. 
The utility rate increase proposal was based on a 
projected revenue deficiency of $25.3 million. The 
Board found Union's revenue deficiency to be 
$731,000 and no rate increase was granted. 


The following table shows the key financial figures in 
Union's final submission and the Board's subsequent 
decision. The Board decision for the 1984 test year is 
shown for comparison. 


EBRO 388 EBRO. 397 EBRO 397 
Previous Final New Board 

Board Decision Union Decision 

Apr. 22/83 Submission Apr. 24/84 

TEST YEAR ENDING MARCH 31 
1984 1985 1985 
Rate Base ($000’s) 809,150 832,781 830,281 
Utility Income ($000’s) 85,364 95,870 WOO: 
Indicated Rate of Return on Rate Base 10.55% Mote NA TAY 
Cost of Capital 

Long-term Debt 11.96% 12.01% 12.01% 
Short-term Debt 1OMm5Yo 11.10% 10.50% 
Preference Shares 9.90% 10.05% 10.05% 
Common Equity 15.60% 16.25% 15.60% 
Allowed Rate of Return on Rate Base 12.65% 13.00% 12.75% 
Revenue Deficiency ($000's) 30355 PASPENIES) 731 


eee 


Certain elements of the Board's decision are listed 
below. 


The capital budget forecast for the test year was 
reduced by $5 million. 


Union's request to adopt incremental accounting 
procedures in the capitalization of overheads was 
denied. 


Union's forecast of the cost of long-term debt was 
accepted and the cost rate for short-term debt was 
reduced to 10.5 percent. 


Union proposed an increase in its deemed common 
equity component from 29 percent to 30 percent and 
an increase in the return on common equity from 
15.6 percent to 16.25 percent for the test year. Both 
these proposals were denied. 


The Board concluded that Union had not undertaken 
sufficient mitigation efforts to reduce or eliminate the 
premium costs of purchasing Synthetic Natural Gas 
(SNG) under its agreement with Petrosar. 
Continuation of the amortization of Accounts 1 and 2 
was approved, but without any costs relating to 
Account number 3 in Union's cost of service for 
1985. A refund of $14.7 million arising out of an 
overpayment of the Canadian Ownership Special 
Service Charge and the Natural Gas and Gas 
Liquids Tax for volumes exported to Transco since 
1980 was re-allocated between Accounts 1, 2 and 3. 


The Board concluded that Union should continue 
collecting taxes in rates on the normalized tax basis. 


Rate schedules, customer classification and rate 
classes remained unchanged. 


NATURAL GAS PIPELINE CONSTRUCTION 


THE NORTH SHORE PROJECT 


Northern applied to the Board on October 30, 1984, for 
leave to construct a 170 kilometer pipeline from 

Sault Ste. Marie to the communities of Blind River and 
Elliot Lake. 


The pipeline is designed to serve Rio Algom Limited & 
Denison Mines in Elliot Lake and Eldorado Resources 
Ltd. in Blind River and the commercial and residential 
markets in these communities. Northern wished to 
commence work on rocky and swampy sections in 
January 1985 and to continue with major construction 
during the summer and fall of 1985. The Board 
convened a hearing in Sault Ste. Marie on 

December 18, 1984 and continued with hearings in 
January 1985. 


Northern projected that the pipeline would cost 
$51,664,100, of which $30 million could be recovered 
under the Federal Department of Energy, Mines & 
Resources’ Distribution System Expansion Program 
(DSEP). 


There was an unusually high level of public interest in 
the project, particularly from landowners affected by the 


construction. The hearing dealt with landowner 
concerns about route selection, construction standards 
and safety, and easement agreements. The Board 
heard detailed evidence on procedures to clear and 
slash woodlands, methods to strip, trench and restore 
agricultural soils and to conduct wet and dry river 
Crossings. 


The Board issued its decision on January 22, 1985 with 
written reasons to follow. The Board concluded that the 
proposed pipeline was in the public interest and, 
subject to certain conditions, the Board granted the 
company leave to construct, certificates of public 
convenience and necessity, and franchise approvals 
relating to the project. 


OTHER PIPELINE CONSTRUCTION 


The Board received two other applications for leave to 
construct during the fiscal year. The Board granted 
permission to Union to replace pipeline in Thamesville 
and to Consumers’ to extend a transmission line in 
Kemptville. 
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PIPELINE EXEMPTIONS 


Under special circumstances, the Board may exempt a 
utility from obtaining permission to construct a 
transmission or distribution line. During the fiscal year, 
the Board granted exemptions to Esso Petroleum 
Canada for the construction of a six inch pipeline in the 
City of Sarnia and to Union Gas for the construction of 
pipeline in the Townships of Moore and Sombra. 


ACCOUNTING ORDERS 


Under the Ontario Energy Board Act, the Board has the 
authority to determine accounting procedures of gas 
utilities in the province. A utility wishing to adjust its 
accounting practices to reflect changes in its cost of 
natural gas, for instance, must receive Board approval. 
During the fiscal year, the Board issued six accounting 
orders to Union, Consumers’ and Inter-City. 


CERTIFICATES AND 
FRANCHISES 


The Board granted 28 certificates of public 
convenience and approved the terms and conditions of 
23 municipal franchise agreements relating to 
Northern's North Shore pipeline construction project. 


The Board also granted eight certificates of public 
convenience to Union for a pipeline extension in 
Lambton County and approved the terms and 
conditions of 11 franchise agreements between Union, 
Consumers’ and their respective municipalities. 


PERMITS TO DRILL 


A utility applies to the Minister of Natural Resources 
under the Petroleum Resources Act for permits to 
inject, store or remove natural gas from designated 
storage areas. These applications are referred to the 
Ontario Energy Board for review and approval. In 
February 1984, Union applied for permits to drill two 
wells in its Dawn Gas Storage Pool and three wells in 
its Payne Gas Storage Pool, both located in Lambton 
County. The Board recommended permits for these 
applications. 


OTHER ORDERS 


During the fiscal year, the Board approved storage 
contracts or amendments to storage contracts for 
Consumers’, the Kingston Public Utilities Commission 
and TransCanada PipeLines Limited. 


COST AWARDS TO HEARING PARTICIPANTS 


In the interests of encouraging participation in public 
hearings, the Board held a generic hearing to examine 
its current practices of awarding costs to hearing 
participants. 


The public hearing convened on November 20 and 21, 
1984, following publication of Notice of Hearing in 43 
Ontario newspapers on August 29, and a personal 
mailing of the Notice to all participants in Board 
hearings during the previous ten years. 


Eighteen of the twenty-two parties who sent in written 
submissions in response to the Notice also participated 
in the hearing. 


Since the hearing was intended to deal with policy 
options that could be applied in the future to the 
Board's statutory discretion to award costs, nine 
members of the Board sat as the panel. 


This Report will be commented upon in the next Annual 
Report of the Board, since it was completed after the 
fiscal year ended. 


The Board reserved its report when the hearing 
adjourned. The report was issued on June 12, 1985. 


A reference was taken to the Supreme Court of Ontario 
to ascertain whether this Board has authority to grant 
costs which are sometimes known as “funding” prior to 
or during a hearing. The Court advised the Board that 
The Ontario Energy Board Act does not permit it to 
“fund” public participation, and that the Board is limited 
to the issuing of costs in the same fashion as a court. 


APPLICATION TO ACQUIRE SHARES 


INTER-CITY GAS CORPORATION, 
ICG RESOURCES LTD., 

VIGAS PROPANE LTD. AND 
NORCEN ENERGY RESOURCES 
LIMITED 


Inter-City Gas Corporation (“Inter-City”), ICG 
Resources Ltd. (“Resources”), and Vigas Propane Ltd. 
(‘Vigas”) and Norcen Energy Resources Limited 
(“‘Norcen’”) filed with the Board concurrent applications. 
Under subsection 26 (2) of The Ontario Energy Board 
Act, a utility requires the approval of the Lieutenant 
Governor in Council for the acquisition of 20% or more 
of any class of shares of a natural gas utility. 


Inter-City, Resources and Vigas proposed to acquire 
100 percent of the common shares of Northern and 
Central Gas Corporation Limited (“Northern”) which 
were at the time owned by Norcen. The agreement also 
proposed a simultaneous acquisition by Norcen which 
would result in Norcen owning 34.7 percent of the 
voting First Preference Shares of Inter-City. The Board 
heard the applications together. 


The effect of the proposed transactions on the public 
interest was fundamental to the inquiry. The hearing 
addressed the question of whether or not a parent 


company affects a utility's cost of service and whether, 
in this instance, Inter-City was as strong financially as 
Norcen. The agreement, particularly the transfer to 
Inter-City of a $47.3 million note owed to Northern by 
Norcen, was examined to determine its impact on the 
general public. 


Inter-City’s operational and organizational plans with 
respect to Northern and possible conflicts of interest 
were also reviewed 


The Board concluded in its final report that the 
transaction, aS proposed, was not in the public interest. 
The Board felt that the financial health of a parent 
company could affect the utility's cost of service and 
that Inter-City was not as strong financially as Norcen. 
Without certain safeguards, Northern would not be able 
to maintain its ability to meet commitments to its 
customers at a reasonable cost. The Board did 
recommend, however, that with the provision of a 
guarantee from a chartered bank for the $47.3 million 
note and with certain undertakings by Inter-City, the 
transactions be approved. 
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REFERENCE TO REVIEW TAKE-OVER 


' UNION ENTERPRISES LIMITED 
BY UNICORP CANADA 


CORPORATION 


On February 1, 1985, Unicorp Canada Corporation 
announced an offer to purchase all of the outstanding 
shares of Union Enterprises Limited, the parent 
company of Union Gas Limited. This take-over attempt 
was resisted by the Directors and management of 
Union and there followed an acrimonious and widely 
publicized take-over battle. In the end Unicorp was 
successful in acquiring approximately 60% of the 
common shares of Union. These shares represented 
approximately 48% of the votes attached to all of 
Union's outstanding shares. 


On February 15, 1985, foliowing a hearing by the 
Ontario Securities Commission, the Lieutenant 
Governor in Council issued an Order requiring the 
Ontario Energy Board to hold a public hearing with 
respect to the matter. The Board was ordered to 
examine and report on the probable and potential 
impact of the acquisition on Union, its present and 


future Customers, and energy supply in Ontario. As well 


the Board was asked to examine the need for, or 
desirability of, the public review and regulation of both 
the direct and indirect ownership and control, and 
transfers thereof, of gas distributors and transmitters in 
Ontario. 


Without this Order-in-Council, the Board would not 
have had jurisdiction to enquire into this matter. The 
current Ontario Energy Board Act, subsection 26 (2), 
requires the approval of the Lieutenant Governor in 
Council for any acquisition of 20% or more of any class 
of shares of a natural gas utility but not for the 
possibility of a take-over or change of control of a 
holding company which owns or controls a natural gas 
utility. 


The hearing commenced on March 13, 1985 to deal 
with a number of procedural matters. The hearing was 
then adjourned to April 9, 1985. 


The Board issued a lengthy report to the Minister, dated 
August 2, 1985. This report will be commented upon in 
the next Annual Report of the Board since it was 
submitted after this fiscal year concluded. ~ 


REFERENCE TO REVIEW ONTARIO HYDRO RATE 
PROPOSAL 


EFFECTIVE JANUARY 1, 1985 


L Ontario Hydro’s proposal to change its rates effective 
January 1, 1985, was referred to the Board by the 
Minister of Energy on April 16, 1984. 


The hearing commenced May 29 and concluded on 
June 29, 1984. The Board reported to the Minister of 
Energy on August 30, 1984. 


Hydro originally proposed an average all customer rate 
increase of 9.1 percent. This increase was based on a 
revenue requirement for 1985 of $4,186 million, an 
increase of $474 million over the level of revenue 
expected In 1984. The revenue requirement included a 


provision for net income of $360 million. Adjustments 
made to the revenue requirement during the hearing 
affected the net income and rate increase figures. The 
net income would be reduced to $308 million if the 

9.1 percent increase was implemented. If the net 
income was left at the proposed level of $360 million, 
an average rate increase of 10.3 percent would be 
required. 


In its Report to the Minister, the Board recommended 
that the proposed 1985 revenue requirement be 
reduced by $71 million, thereby lowering Hydro’s 
average rate increase to 8.6 percent. 7 
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56 Wellesley St. West 
12th Floor 

Toronto, Ontario 
M7A 2B7 
416/965-4286 

Telex 06217880 


TO: 
The Honourable Lincoln M. Alexander, 
P-@yOGs St. BoA 


Lieutenant Governor of the 
Province of Ontario 


MAY IT PLEASE YOUR HONOUR: 


I take pleasure in submitting the Annual Report of the Ontario Energy 
Board for the fiscal year ended March 31, 1986. 


Respectfully submitted, 


ie feos 


Vincent G. Kerrio 
Minister of Energy 
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HIGHLIGHTS OF THREE MAJOR GAS UTILITIES 
UNDER BOARD JURISDICTION 


Average Average 
Year Rate Gas Sales Residential Number of 
Firm Ending Assets Base Revenues Bill Customers 
a Sr 
Union (Mar. 31/86) | $1,338,695,000 $ 880,392,000 $1,392,594,000* $752.57 518,244 
Consumers’ Gas (Sept. 30/85 $1,608,207,000 $1,281,500,000 $1,657,213,000 $901.56 842,271 
Northern & Central (Dec. 31/85) $ 448,021,100 $ 308,137,000 $ 532,030,000 Western - $877.39 151,578 


Northern - $887.06 


Eastern - $776.68 
ree Ke, ee ee SS 


TOTAL $3,394,923,100 $2,470,029,000 $3,581,837,000 1,512,093 
ES re eee ae a a a eee eee 


* Includes revenue from storage and transportation of gas for others. 
ee. ———e—eE——eEE 


MESSAGE FROM THE CHAIRMAN 


As the Ontario Energy Board enters its second 
quarter century, we have learned that the need for 
adaptability and responsiveness is the only 
constant that a regulatory agency can expect. In 
its twenty-six years of operation, the Board has 
labored to keep the regulatory environment in 
step with the times as the energy sector has gone 
from shortages to gluts, from prices that spiralled 
upward to those that spiralled down. The only 
matter that has not changed is the recognition by 
the Board that it must exercise its public 
responsibilities with sensitivity and care, having 
regard for such concerns as equity, fairness, 
consistency and the public interest. 


In 1960, as Minister of Energy in Ontario, I 
assisted in the creation of this Board. I felt 
privileged at that time to have a direct hand in 
developing an innovative and, we hoped, 
effective response to the need to manage energy 
resources in the Province. I believe that the Board, 
as established, has proved its effectiveness and 
worth over the years. And once again I feel 
privileged to have direct involvement with this 
Board at such an interesting period in the 
regulation of energy in Canada. 


The past year has brought major changes in the 
field of energy resource management. Many 
people refer to this movement as deregulation. I 
believe that this term is both overused and 
misleading. Certainly the Western Accord and the 
Agreement on Natural Gas Markets and Prices 
do, in some ways, introduce market forces into 
the production and sale of energy to a much 
greater extent than existed before. But rather than 
reducing the need for regulation, these 
federal-provincial agreements have created many 
new issues that require regulatory attention. The 
Board has begun to address these issues so that 
Ontario may realize benefits from the new 
operating environment. Many of the questions 
raised, however, will no doubt take some years to 
resolve as the industry and the regulators gain 
experience with the new systems. This Board is, 
in my opinion, equal to whatever challenges come 
its way in ensuring that the public interest is 
protected in these turbulent times. 


Looking after the public interest is an exacting 
task. In carrying out its work, the Board often 
must grapple with the question of its relationship 


to the Ontario government. Many people take the 
view that the Board is an independent body 
which is free to make its decisions without 
recognition of government statements or policy. 
This interpretation of the Board's role is, I think, 
overstated. I, for one, do not feel that the public 
interest can be effectively served if the Board and 
the Government are striving for inconsistent 
goals. That is not to say that the Board is a rubber 
stamp for government policy; but that it must be 
cognizant of such policy, recognizing and 
weighing it in its deliberations. The Government, 
after all, represents all residents in the province, 
both individual and corporate, including the 
utilities under this Board’s jurisdiction. It is my 
view that we have a public duty to understand 
and respect Government’s intention insofar as it 
is consistent with our mandate to ensure that the 
public interest is served. At the same time I feel 
that the work produced by the Board provides the 
policy makers with valuable findings and insights 
for use in their determination of policy direction. 


During fiscal 1985/1986 the Board continued the 
efforts begun the previous year to introduce 
greater computerization. New technology not 
only makes possible easier and faster execution of 
tasks previously undertaken manually, but also 
facilitates the implementation of more timely and 
sophisticated analysis and surveillance of the 
operations of the companies under the Board’s 
jurisdiction. As well, modelling techniques allow 
greater precision in evaluating data for the 
prospective test year that is used as the basis for 
determining utility rates. Computerization also 
has prompted a review of information 
requirements for Board proceedings. The Board 
and the natural gas utilities are discussing 
possible modifications to these requirements as 
well as a policy on disclosure of information 
provided by the utilities for use in this 
information system. 


The major case summaries for fiscal 1985/1986 
given later in this Report illustrate that the issues 
confronting this Board are far from parochial. 
Developments in the Canadian and world 
economies, in the various industries that compete 
for a share of the Ontario energy market, in 
financial market conditions, in new technologies, 
in environmental concerns, and in the 
ever-evolving definition of the public interest all 


eee ere 


must be weighed by the Board in reaching its 
decisions. The various Board members bring an 
impressive array of experience and specialized 
knowledge to its deliberations. We are continually 
reviewing the mix of skills available in order to 


maintain balance and scope in the composition of 
the Board. 


Changes in membership of the Board during 
fiscal 1985/1986 include the departures of Mr. 
Harvey R. Chatterson and Dr. Bunli Yang. We 
thank these gentlemen for their contributions to 
the work of the Board during their terms of 
service. 


The increasingly complex workload could not 
have been handled without the talent, expertise 
and cooperation of our very dedicated staff. Over 


the past year, the strength of our staff resources 
has been enhanced through reorganization and 
skill diversification, resulting, I feel confident, in 
this Board’s having a staff second to none. I know 
that the entire Board joins me in thanking these 


people for their conscientious and competent 
support. 


As we look to the future, I can say with 


confidence that this Board is ready and able to 
fulfil the duties entrusted to it. 


) 


Robert W. Macaulay, Q.C. 
Chairman 


Ontario Energy Board 


Seated, left to right: John C. Butler, Robert W. Macaulay, Marie C. Rounding. Standing, left to right: John K. Shurie, Malcolm 
Jackson, Richard R. Perdue, Orville J. Cook, Denis A. Dean, Donald H. Thornton, Joseph A. Dekort, Patrice E. Boisseau. 


Board Members Fiscal 1985/1986 


Chairman: Robert W. Macaulay, Q.C. 
Vice Chairman: John C. Butler 
Members (in order of appointment): 


Harvey R. Chatterson, Richard R. Perdue, Q.C., Donald H. Thornton, Cree 
Denis A. Dean, Marie C. Rounding, Orville J. Cook, Patrice E. Boisseau, 
Bunli Yang, Joseph A. DeKort, John K. Shurie, Malcolm Jackson 
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ROLE AND JURISDICTION 


For 26 years the Ontario Energy Board has played 
an important role in the management of vital 
energy resources in Ontario. The Ministry of 
Energy has an overall mandate to ensure a supply 
of energy that meets the needs of Ontario 
residents and industry at reasonable prices ina 
manner consistent with the protection of the 
environment. The Board contributes to the 
realization of this energy goal by exercising its 
regulatory mandate over the natural gas 
distributors and providing advisory services to 
the government on certain energy matters 
including reviewing changes in Ontario Hydro’s 
bulk power rates. The major activities of the 
Board are highlighted in the following sections. 


Natural Gas Utility Regulation 


The regulation of gas utilities encompasses a wide 
variety of functions including approving franchise 
agreements; granting certificates of public 
convenience and necessity; approving rates and 
charges for the sale, distribution, transmission, 
and storage of gas; granting leave to construct 
pipelines or related facilities; granting authority to 
expropriate land for such pipelines or facilities; 
recommending to the Lieutenant Governor in 
Council designated gas storage areas; authorizing 
the use of such areas; and determining 
compensation payable to landowners of such 
designated areas. 


The rationale for such regulation is twofold. In 
order to avoid costly duplication of facilities used 
in providing customer service, Ontario, like most 
jurisdictions in North America, has established a 
system whereby a gas utility must acquire a 
franchise and a certificate of public convenience 
and necessity before it can provide service ina 
given locality. In exchange for this monopoly 
position, the gas utilities submit to regulatory 
control. In addition, regulation provides some 
control over the expansion of the transmission 
and distribution system in the province. 


In performing its regulatory functions, the Board 
must follow specific procedures and tests which 
are prescribed in legislation. For example in 
setting rates, the Board must evaluate a utility’s 
submission using a “rate base rate of return” 
method. In this process the Board determines the 
rate base of the utility for a test year—the net 


amount which the utility will have invested in 
facilities, working capital and other items to 
provide service to customers; then it determines 
what constitutes a fair return on that investment 
to the company’s shareholders recognizing that, 
to be viable, a utility must be able to attract capital 
at competitive and reasonable rates. Expenses 
incurred in providing service are calculated and 
the return and the expenses are added together to 
obtain the company’s revenue requirement—the 
amount it must collect from gas sales in order to 
recover the total cost of providing service. This 
total revenue requirement must then be allocated 
among the company’s various classes of 
customers—residential, commercial, and 
industrial. The cost of providing service to each 
class and sub-class is different, and the Board 
must decide how much of the total revenues 
should be derived from each. The object is to 
determine just and reasonable rates—for the 
utilities and for their customers. The process 
described briefly here is, in reality, quite complex 
and is governed by both law and established 
regulatory and accounting principles. 


The Board’s Decision, usually issued with 
Reasons, results in a Board Order which is 
binding on the gas utility and also on other 
named parties such as a municipality or the 
utility’s customers. 


Review of Ontario Hydro 
Rate Proposals 


When Ontario Hydro proposes changes to its 
bulk power rates, it must submit its rate proposal 
to the Minister of Energy. The Minister, in turn, 
refers the proposal to the Ontario Energy Board 
for review ina public hearing. The terms and 
scope of the Board’s enquiry are set by the 
Minister in his reference to the Board, and 
normally do not provide for the same degree of 
examination as is undertaken for the gas utilities. 
The Board submits its report with recommendations 
to the Minister. Recommendations made by the 
Board are not binding on Ontario Hydro, and the 
final decision on rates rests with Hydro’s Board of 
Directors. 


Special References 


From time to time the Board is called upon to hold 
public hearings and make reports on various 
energy-related issues referred to it by the 
Lieutenant Governor in Council, the Minister of 
Energy, or the Minister of Natural Resources. 
Such hearings provide an opportunity for 
individuals, public interest groups, and the 
industry to advance their views on important 
current energy issues. The ensuing report is 
advisory only, enabling the government to benefit 
from a thorough airing of each issue while 
maintaining its prerogative to set policy. 


The Board itself also may initiate hearings on 
matters under its jurisdiction. 


Administrative Matters 


In addition to the foregoing responsibilities, 
which arise mainly from the Ontario Energy 
Board Act, the Board administers certain 
energy-related provisions of the Municipal 
Franchises Act, the Petroleum Resources Act, the 
Public Utilities Act, the Assessment Act, and the 
Toronto District Heating Corporation Act. 


My 


Providing customer information on services, conservation, safety, and energy issues is an important part of utility service. 


a 


THE PUBLIC HEARING PROCESS 


Public hearings are the principal vehicle through 
which the Board functions. By providing a forum 
for the participation of all interested parties, a 
hearing ensures that the Board will render 
informed decisions which give consideration to a 
wide variety of views and interests. 


The process has several steps: 


1. Initiation 


The process begins: 

a) upon the receipt of an application; 

b) upon receipt of a reference from the 
Lieutenant Governor in Council or from the 
Minister of Energy or of Natural Resources; 

c) upon direction from the Board that it will 
initiate proceedings to consider a matter 
under its jurisdiction. 


2. Notice of Application 


The Board directs the applicant to serve notice 
of the application on all affected parties and 
interested public groups. 


For a major rate case, a natural gas utility will 

(1) publish announcements of its application 
in regional daily newspapers; 

(2) personally serve notice on municipal clerks 
in the utility’s service area; and 

(3) notify others as directed by the Board. 


3. Interventions 


Interested parties may ensure their eligibility 
to participate in the hearing by filing an 
intervention with an explanation of the 
reasons for intervening. 


4. Notice of Hearing 


The Board determines the scope and probable 
length of the hearing and directs the applicant 
to serve notice of the time and place of the 
hearing on all parties who have intervened. 


5. Pre-Hearing Documentation 
a) Applications to construct pipelines are 
reviewed by the Ontario Pipeline 
Coordination Committee (OPCC) which 
examines them from an environmental 


aspect. This Committee sets out steps 
which a utility must take before its 
application will be heard by the Board. 
Route selection and environmental impact 
studies are among the things that will 
normally be required in pre-filed evidence. 

b) Evidence in support of an application is 
filed with the Board up to two or three 
months before the hearing. 

c) Board staff and intervening parties may 
seek additional information by way of 
written interrogatories. 

d) Utilities answer interrogatories concerning 
pre-filed evidence before the hearing 
commences. 


“First Day” Proceedings 


Before the hearing of evidence commences, 
the Board panel may review with interested 
parties procedural matters, technical issues, 
and the general approach to the hearing. This 
step gives everyone the opportunity to become 
familiar with the application and to identify all 
the issues they wish to address in the hearing. 


7. The Hearing 


The Board ensures that sufficient evidence to 
make an informed decision is presented, 
tested and put on the record. The applicant 
usually testifies first through written evidence 
and witnesses. Intervenors and Special 
Counsel to Board staff then question these 
witnesses and may offer witnesses of their 
own. These witnesses may be cross-examined 


by the applicant. 


When all the evidence has been given, each 
party has the opportunity to offer a 
summation in the form of written or oral 
argument. 


The pre-filed evidence, transcripts of the 
hearing, and arguments are a matter of public 
record and are available at the Board office in 
Toronto. 


8. Board Decision 


The Board summarizes its findings ina 
“Report” or a document called “Reasons for 
Decision” either of which discusses all the 
issues and arguments raised in the hearing 
and indicates the Board’s findings. Depending 
on the complexity of the case, this publication 
will appear a few weeks or months after a 
hearing. Copies of these documents are 
available from the Ontario Government 
Bookstore, 880 Bay Street, Toronto, upon 
payment of prescribed fees. Parties to the 
hearing receive copies automatically. 


9. Board Order or Recommendation 


A Board Order is a legal document directing 
the implementation of a Board decision. It is 
binding on the parties named. Board 
Recommendations are included in Board 
Reports to the appropriate Minister or 
Lieutenant Governor in Council who may or 
may not implement them. 


10. Review and Appeal 


A Decision or Order of the Board may be 

appealed by 

a) applying to the Board requesting that it 
rescind or amend its order; 

b) petitioning the Lieutenant Governor in 
Council requesting that a Board Order or 
Decision be confirmed, varied, rescinded 
or reheard; 

c) appealing an Order to the Divisional 
Court, provided that the appeal is based 
upon a question of law or jurisdiction. 
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~ ORGANIZATION 


Location 


The Ontario Energy Board is located in 
downtown Toronto on two floors of the Toronto 
Hydro building at 14 Carlton Street. Reception is 
located on the 9th floor. Hearing rooms and a 
Reference Library are on the 8th floor. 


Library 

The Reference Library is open to the public. It 
carries periodicals and other current information 
on regulation and the natural gas industry. 
Previous Board cases are available on microfilm at 
this library, and anyone wishing to research 
previous decisions may have access. 


Public Inquiries 


General inquiries concerning procedural matters 
on applications before the Board are handled by 
the Board Secretary. Intervenors may also seek 
advice from members of the Technical staff when 
preparing to participate in the hearing process. 


Copies of Board Decisions and Reports may be 
purchased by the public from the Ontario 
Government Bookstore, 880 Bay Street, Toronto. 


Board Members and Staff 


The Chairman and Board members are appointed 

_by the Lieutenant Governor in Council. The 
present Chairman was appointed in 1984 for a 
five year term. Board members are appointed for 
one to three year terms. Members have diverse 
backgrounds in law, engineering, economics, 
accounting and finance, and direct energy 
industry experience. 


There were 29 full time staff in fiscal 1985/1986, 
including Technical and Administrative Support 
staff with special or technical knowledge in 
matters related to Board hearings. Legal counsel 
and outside consultants may be engaged to 
conduct proceedings, advise, or testify. 


Ontario Pipeline Coordination 
Committee (OPCC) 


Chaired by a Board staff person, this Committee 
is concerned with the environmental impact of 
any pipeline construction. Ministries represented 
include: 


Agriculture and Food 

Citizenship and Culture 

Consumer and Commercial Relations 
Energy 

Environment 

Municipal Affairs and Housing 
Natural Resources 

Transportation and Communications 


The range of membership attests to the fact that 
environmental concerns are very broad. The 
OPCC prescribes steps, such as tabling studies on 
route selection and environmental impact, which 
a utility must take before a pipeline construction 
application will be heard by the Board. 
Committee members and consultants review such 
pre-filed evidence before it is tabled in hearings. 
The Committee also handles inquiries from 
affected groups who have particular concerns 
about a construction project. 


OVERVIEW 


ik Changes in Canadian energy policy created new 
challenges for the Ontario Energy Board and for 
the utilities under its regulation during fiscal 
1985/1986. The Western Accord of March 1985 
profoundly altered oil pricing and export policies, 
thereby changing the balance among competing 
energy sources. Falling world oil prices exerted 
downward pressure on the prices of competing 
fuels. Oversupply conditions for practically all 
energy sources exacerbated the price situation. 
Moreover, in reaching the Western Accord, the 
governments concerned also agreed that natural 
gas markets should be made more competitive. 
On October 31, 1985, the Governments of 
Canada, Alberta, British Columbia and 
Saskatchewan announced the Agreement on 
Natural Gas Markets and Prices which was 
intended to create conditions within the existing 
regulatory environment which would foster a 
market responsive pricing system in the natural 
gas industry. 


Among other things, the Agreement would allow 
end-use customers to purchase gas directly from 
producers (direct sales), and would allow 
producers selling gas through TransCanada 
Pipelines to offer discounts including Competitive 
Marketing Programs (CMPs) which would be 
passed through TransCanada and the local utility 
to the end-user. Availability of direct sales would 
be dependent upon the availability of contract 
carriage arrangements—agreements whereby the 
local utilities carry the gas purchased under direct 
sale to the customer for a fee. Ontario announced 
that it favoured such contract carriage in the 
province during the interim year (November 1, 
1985 to October 31, 1986), noting that the Ontario 
economy stood to benefit from lower gas supply 
prices which would help Ontario industries 
remain competitive. The government also noted 
that the Ontario Energy Board has the authority 
to review and approve interim contract carriage 
rates for a particular customer. 


The Board immediately began proceedings to 
determine interim contract carriage rates to be 
used by Ontario utilities in testing the new 
arrangements. It quickly became evident that 
there were many complex issues to be resolved in 
determining fair rates. It is a straightforward step 
to subtract the cost of the gas from existing rates, 
but the remaining figure still has many 


components. The cost of the pipelines 
themselves, maintenance, load balancing, and 
storage are just a few of the costs still left. And 
what if a customer does not want all of the 
services implied by this cost? How does this 
composite rate get “unbundled” for those who 
desire only some of the services, without 
affecting the interests of all other customers and 
the utility itself? The Board responded to the need 
to establish rates for immediate use while still 
providing for further refinement of the system by 
introducing “interim” rates in December 1985. 
Under the terms of the Board’s orders, the 
utilities and the customers must reimburse each 
other for any difference between these interim 
rates and the final rates fixed at a later date. The 
government also asked the Board to begin 
“intensive studies to determine whether contract 
carriage rates can be continued (beyond the one 
year phase-in period) without adverse impacts on 
other gas customers or on the integrity of the gas 
distribution system.” 


The Agreement on Natural Gas Markets and 
Prices raises several new issues with respect to 
“the public interest”. More competitive pricing 
would appear to be in everyone’s interest, but 
even that simple assumption may not hold for all 
people in all situations. One has only to consider 
the results of airline deregulation to realize that 
although the average cost of air travel has 
dropped substantially in the U.S., many routes in 
less populated areas have been eliminated 
causing much inconvenience for travellers in 
those areas. At present the method of regulating 
gas utilities may provide a rationale for utilities to 
expand service into areas that would not 
ordinarily produce an adequate return on 
investment. Since utilities are given the 
opportunity to earn the allowed return on their 
total investment and rates for similar services are 
uniform across the system, the customers buying 
the more profitable services may in effect 
subsidize those buying the less profitable 
services. Thus it may be that “deregulation” could 
mean lower prices in Toronto but decreased 
access to service in outlying areas. Traditionally, 
protection of the public interest has involved the 
Board in striking a balance between the lowest 
cost of service to the public and the cost that is 
commensurate with an acceptable access to the 
system and quality of service. These issues 
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require careful study. The choice between 
complete deregulation or retention of a form of 
regulation that allows some control over the 
distribution system is one that properly lies with 
the Ontario government as it interprets the public 
interest. In the meantime, the Board will continue 
to exercise its responsibilities in accordance with 
its powers under the Ontario Energy Board Act. 


There is no set definition of the concept of the 
public interest. If one could always attain a Pareto 
optimum —that is, could always make someone 
better off while making no one else worse 
off—regulation would be an easy task. 
Unfortunately, real life seldom offers this happy 
choice. In a report in 1970, the Board discussed 
this issue in the following terms: 


One of the problems in assessing the public 
interest is that a benefit to one group is often a 
detriment to another. Thus some cost 
reductions, which benefit the operating 
company and, under rate regulation, 
ultimately benefit the customers or share 
holders or both, might be at the expense of 
another sector of the public, for example, the 
employees. Cost reductions brought about by 
a reduction of the level of service might 
benefit shareholders at the expense of 
customers. Changes in income tax accounting 
to bring about benefits to present customers 
or shareholders might be at the expense of 
future customers or shareholders, or both. 


Under these circumstances it is obvious that 
the assessment of the public interest is not 
simply a matter of whether there is a specific 
benefit or a specific detriment. Rather, the 
Board, in arriving at its opinion, must weigh 
the various benefits against the various 
disadvantages and come to a conclusion as to 
whether there is an overall benefit or 
detriment to the public interest or conceivably 
whether, having regard to the advantages and 
disadvantages, there is no overall effect on the 
public interest. 


In 1985 the Board reported to the Lieutenant 
Governor on the same subject as follows: 


In the opinion of the Board, the public interest 
can only be more particularly defined by 
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examining the facts and nature of the situation 
in which the test is to be used. The public 
interest will consistently take the form of the 
facts to which it is applied, moulding itself to 
the specific use to which it is being put. 


Having determined that the public interest is 
not generally definable, the Board would add 
that, in spite of its elusiveness, when it is 
applied to a specific set of facts, the 
reasonable man of the Common Law has no 
trouble determining if a particular act meets 
the test. A transmission tower, by this test, 
might be located in a productive, peaceful 
countryside, in spite of the residents’ 
objections if the tower is found to be in the 
public interest of a nearby population centre. 
The public interest of the urban residents may 
be said to outweigh the local interests of the 
rural public in those circumstances. 


Lord Coke put it succinctly when he wrote: 


“The law prefers the public good to the 
private good and that if it has to choose 
between prejudice to the many and mischief 
particular to individuals, the individuals must 
suffer.” 


As the Board found in its 1985 report regarding 
the acquisition of Union Enterprises by Unicorp: 


6.8 In broad terms, the public interest will be 
satisfied by an undertaking or action that will 
result over time in an enhancement of the 
economic or general welfare of the public. The 
public interest can be satisfied without 
improving the economic or general welfare of 
every member of society; indeed, it is possible 
that the public interest in general can be 
satisfied even if some members of society are 
economically damaged. 


Essentially, one might interpret the public 
interest as the best possible accommodation 
of conflicting interests. 


6.9 In the regulatory context, the OEB follows a 
judgmental path in resolving conflicts of 
particular interests so as to arrive at a decision 
which the Board feels to be the best possible, 
in the public interest. There are no firm 
criteria for determining the public interest that 
will hold good in every situation and, 
generally speaking, it is probably preferable 
not to attempt to define these criteria too 
closely. The public interest is dynamic, 
varying from one situation to another and the 
criteria by which the public interest is judged 
may also change according to the 
circumstances. In considering the criteria, the 
Board must exercise judgment as to the 
specific values of conflicting interests. It must 
decide whether the public interest would be 
done any disservice in the event that the 
particular proposal was not approved. 


Certainly the range of topics that are of public 
concern has greatly expanded in recent years. For 
example, environmental issues are no longer of 
interest to only a select few. 


The Board has spent increasing amounts of time 
and research on environmental issues because it 
recognizes that such questions have significant 
implications for the quality of life in the province. 
Modern facilities and new service arrangements 
are necessary if Ontario is to grow and compete in 
Canadian and world markets, but the Board 
strives to ensure that changes occur with minimal 


disruptions to the ecosystems—be they economic, 
natural or social. The Ontario Pipeline 
Coordination Committee, under the direction of 
the Board, seeks to ensure that construction 
projects are given careful and full examination 
regarding environmental impact before 
permission to proceed with Board hearings is 
granted. As well, the Board itself hears testimony 
regarding environmental issues during its public 
hearings. 


The issue of contract carriage focused attention on 
the transmission and distribution of gas in the 
rate setting process. It must be remembered, 
however, that effective energy management also 
concerns itself with security of supply, safety, 
relationships among competing fuel sources, and 
conservation. When the Board sets rates, it 
endeavors to shape the attitudes of the utilities 
and their customers on these important concerns. 
Regulators seek to ensure security of supply and 
stability in prices, but they are ever-mindful of the 
need to provide flexibility in rate design and 
incentive programs so that utilities may attain 
their revenue requirement in a manner consistent 
with achieving overall energy management goals. 


The Board has recently undertaken a complete 
re-evaluation of the Ontario Energy Board Act. 
While the Board feels that the Act has provided an 
excellent framework for regulation in the public 
interest for many years, it wishes to ensure that 
efficiency and effectiveness can be maintained in 
the face of the dramatic changes in the industry. 
In the past, the Board has been able to meet its 
responsibilities without changes in legislation. 
This may still be possible, but there is a growing 
concern that the time is fast approaching when 
events may overtake us. As an essential element 
of the energy management that has contributed to 
the high standard of living in Ontario, the 
regulatory environment for the natural gas me 
industry must keep pace with a changing world. | 


THE YEAR IN REVIEW 


The following sections contain lists of activities 
carried out by the Board between April 1, 1985, 
and March 31, 1986. The lists are grouped by 
type, and significant activities in each group are 
elaborated. Cases may have three stages: hearing, 
Report or Reasons for Decision, and, where 
appropriate, Board Orders. Our lists include 
cases for which any one or more stages occurred 
during the fiscal year. This approach was selected 


because many cases span more than one year, 
and a true picture of Board activity can be 
garnered only by recognizing this ongoing work. 
For example, the main rate hearing for Northern 
& Central Gas (EBRO 408) consumed 
considerable time and effort in fiscal 1985/1986 
although the decision was not issued until fiscal 
1986/1987. 


Pipeline Construction and Expropriations (EBLO) 


EBLO applications seek leave to construct pipelines or related facilities. Once leave is granted, the Board 
may also grant the utility authority to seek expropriations for land affected by the allowed construction if 
the utility and the landowners fail to reach voluntary agreement. 


FILE HEARING — REASONS 
NUMBER APPLICANT MATTER DATE FOR DECISION ORDER 
EBLO 206 Union Expropriation: DHLL 301, 304, Apr. 22/85 — Apr. 26/85 
304E, 313, 320, 320E 
EBLO 208 Northern & Leave: North Shore Project Dec. 18/84 Mar. 13/85 May 14/85 
Central 
EBLO 208 Northern & Expropriation: 202, 210, 181, 147, 722, May 21/85 — June 3/85 
Central 717, 711, 706, 692, 400, 392, 686, 572, 
M153), S03), Se), SOM, Hol, 280), Staley, SAS) 
EBLO 209 Union Leave: Forest-Parkhill Line Mar. 12/85 May 17/85 Aug. 12/85 
EBLO 210 Consumers’ Leave: Manotick Line Apr. 16/85 _ May 14/85 
EBLO 211 Consumers’ Leave: Kemptville Line Apr. 16/85 — May 14/85 
EBLO 214 Northern & Leave: North Bay-Sudbury Loops Dec. 16/85 = Jan. 20/86 
Central (part) 
EBEO 215 Consumers’ Leave: NPS36-Parkway Belt West Mar. 6/86 == May 12/86 


EBLO 208: THE NORTH SHORE 


EXPROPRIATIONS 


As reported in last year’s Annual Report, the 
Board issued its decision on January 21, 1985, 
allowing Northern and Central Gas Corporation 
Limited to construct a 170 kilometer pipeline from 
Sault Ste. Marie to Blind River and Elliot Lake. 


49 of the Ontario Energy Board Act, for authority 


to expropriate land for pipeline right-of-way in 


order to be able to commence construction. 


On May 21, 1985, the Board convened a hearing 
in Sault Ste. Marie to hear the expropriation 
application. On May 23, 1985, the Board issued 


oral Reasons for Decision granting authority to 


As Northern was unable to acquire easements expropriate. 


from all the affected landowners, the company 
applied to the Board in May 1985, under Section 


13 


Under the Ontario Energy Board Act, the Board must approve the terms and conditions of agreements 


Franchise Approvals (EBA) 


between gas utilities and municipalities. 


FILE HEARING REASONS 

NUMBER APPLICANT MATTER DATE FOR DECISION ORDER 

EBA 391 Consumers’ Franchise: Township of Rideau Apr. 16/85 = May 17/85 

EBA 435 Northern & Rehearing Township of Oro Franchise Mar. 21/86 May 27/86 June 25/86 
Central, 
Consumers’ 

EBA 448 Consumers’ Franchise: City of Thorold Apr. 16/85 - May 31/85 

EBA 449 Northern & Franchise: Township of Macdonald, Dec. 18/84 Mar. 13/85 May 31/85 
Central Meredith, Aberdeen Additional 

EBA 450 Northern & Franchise: Town of Elliott Lake Dec. 18/84 Mar. 13/85 May 31/85 
Central 

EBA 451 Northern & Franchise: Town of Blind River Dec. 18/84 Mar. 13/85 May 31/85 
Central 

EBA 452 Northern & Franchise: Village of Iron Bridge Dec. 18/84 Mar. 13/85 May 31/85 
Central 

EBA 454 Union Franchise: Town of Forest Mar. 12/85 May 17/85 Aug. 12/85 

EBA 455 Union Franchise: Town of Parkhill Mar. 12/85 May 17/85 Aug. 12/85 

EBA 456 Union Franchise: Village of Arkona Mar. 12/85 May 17/85 Aug. 12/85 

EBA 457 Union Franchise: Village of Ailsa Craig Mar. 12/85 May 17/85 Aug. 12/85 

EBA 458 Union Franchise: Village of Thedford Mar. 12/85 May 17/85 Aug. 12/85 

EBA 459 Union Franchise: Township of Bosanquet Mar. 12/85 May 17/85 Aug. 12/85 

EBA 460 Union Franchise: Township of East Williams Mar. 12/85 - May 17/85 Aug. 12/85 

EBA 461 Union Franchise: Township of West Williams — Mar. 12/85 May 17/85 Aug. 12/85 

EBA 462 Consumers’ Franchise: Township of South Gower Apr. 16/85 == May 17/85 

EBA 463 Consumers’ Franchise: Township of Apr. 16/85 — May 17/85 

Oxford-on-Rideau 

EBA 464 Union Franchise: County of Lambton Mar. 12/85 May 17/85 Aug. 12/85 

EBA 465 Northern & Franchise: Township of Val Rita Mar. 27/85 = Apr. 15/85 
Central 

EBA 472 Ontario Energy Rehearing of Lambton & Blenheim Nov. 25/85 — June 30/86 


Board 
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Pipeline Exemptions (PL) 


Under special circumstances, the Board may exempt a utility from undergoing a public hearing to obtain 
permission to construct a transmission or distribution line. Usually PLs are granted for repairs or minor 
relocations. 


FILE 
NUMBER APPLICANT MATTER ORDER 
eee ee 


PL 43 Petrosar Exemption: Lampton Construction Aug. 9/85 
PL 44 Union Exemption: Thamesville Replacement July 26/85 
PL 45 Consumers’ Exemption: NPS-12 West End of Ottawa Nov. 13/85 
PL 46 Northern & Central Exemption: Portion of North Shore Project on Hwy #557 Oct. 16/85 
PL49 ‘Northern & Central Exemption: Blind River Transmission Line Jan. 15/86 
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Certificates of Public Convenience or Necessity (EBC) 


The Board issues EBCs enabling a utility to proceed with construction necessary for the provision of service 
to a part or the whole of the franchise area. 


BULE HEARING REASONS 

NUMBER APPLICANT MATTER DATE FOR DECISION CERTIFICATE 

e}XC HEY Northern & Rehearing: Township of Oro Franchise — Mar. 21/86 May 27/86 June 25/86 
Central, and ; 
Consumers’ 

EBC 147 Northern & Cert: Town of Elliot Lake Dec. 18/84 Mar. 13/85 May 31/85 
Central : 

EBC 148 Northern & Cert: Township of Macdonald, Dec. 18/84 Mar. 13/85 May 31/85 
Central Meredith & Aberdeen Additional 

EBC 149 Northern & Cert: Township of Day & Dec. 18/84 ’ Mar. 13/85 May 31/85 
Central Bright Additional 

EBC 150 Northern & Cert: Township of Thessalon Dec. 18/84 Mar. 13/85 May 31/85 
Central : 

EBC 152 Northern & Cert: Town of Blind River Dec. 18/84 Mar. 13/85 May 31/85 
Central 

EBE@153 Northern & Cert: Village of Iron Bridge Dec. 18/84 Mar. 13/85 May 31/85 
Central 

EBC 154 Northern & Cert: Township of Johnson Dec. 18/84 Mar. 13/85 May 31/85 
Central 

ED G55 Northern & Cert: Township of Plummer Dec. 18/84 ar. 13/85 May 31/85 
Central Additional 

EBC 156 Northern & Cert: Township of Thompson Dec. 18/84 Mar. 13/85 May 31/85 
Central 

HB @a57 Union Cert: Town of Forest Mar. 12/85 May 17/85 Aug. 12/85 

EBC 158 Union Cert: Town of Parkhill Mar. 12/85 May 17/85 Aug. 12/85 

EBC 159 Union Cert: Village of Arkona Mar. 12/85 May 17/85 Aug. 12/85 

EBC 160 Union Cert: Village of Ailsa Craig Mar. 12/85 May 17/85 Aug. 12/85 

EBC 161 Union Cert: Village of Thedford Mar. 12/85 May 17/85 Aug. 12/85 

EBC 162 Union Cert: Township of Bosanquet Mar. 12/85 May 17/85 Aug. 12/85 

EBC 163 Union Cert: Township of East Williams Mar. 12/85 May 17/85 Aug. 12/85 

EBC 164 Union Cert: Township of West Williams Mar. 12/85 May 17/85 Aug. 12/85 

EBC 165 Consumers’ Cert: Township of Rideau Apr. 16/85 — May 17/85 

EBC 166 Consumers’ Cert: Township of South Gower Apr. 16/85 — May 17/85 

BG N67. Consumers’ Cert: Township of Apr. 16/85 = May 17/85 

Oxford-on-Rideau 

EBC 168 Northern & Cert: Township of Val Rita Mar. 27/85 + Apr. 15/85 

Central 


Uniform Accounting Orders (UA) 


Under the Ontario Energy Board Act, the Board has the authority to prescribe accounting procedures of gas 
utilities in the province. A utility wishing to adjust its accounting practices must receive Board approval. 


a ee a ae 


FILE 

NUMBER APPLICANT MATTER ORDER 
UA 58 Consumers’ Deferral of Gas Cost Charges Oct. 18/85 
UA 59 Union Deferral of Gas Cost Charges Oct. 18/85 
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Reference from the Minister of Energy Regarding Ontario Hydro (HR) 


When Ontario Hydro wishes to change its bulk power rates, it must submit a proposal to the Minister of 
Energy. The Minister must then forward the proposal to the Board for review, through a public hearing, 
and Report. The Board’s Report with recommendations is given to the Minister. 


{ HR 14: ONTARIO HYDRO RATE PROPOSAL 


Ontario Hydro’s proposal to change its rates 
effective January 1, 1986, was referred to the 


Board by the Minister of Energy on April 11, 1985. 


Hydro originally proposed an average all 
customer rate increase of 3.6 percent. This 
increase was based on a revenue requirement for 
1986 of $4,521 million, an increase of $262 million 
over that for 1985. Of this increase, $105 million 
was forecast to be recovered through increased 
sales volumes, leaving $157 million to be 


recovered through the rate increase. The 
proposed revenue requirement included a net 
income provision of $400 million. 


In its Report to the Minister, the Board 
recommended an average rate increase of 4.9 
percent based on a 1986 revenue requirement of 
$4,597 million. This revenue requirement 
included a net income provision of $500 million. 
The Board indicated that this level of planned net 
income would contribute to improved financial 
soundness. | 


Determination of Revenue Deficiency and Average All Customer Rate Increase 
for the Year Ending December 31, 1986 
($ millions) 
ea aa a a a a 


Original Updated Board 
Revenues at Existing Price Levels Submission Forecast Recommendation 
Primary Sales 4,364 4,364 4,384 
Revenue Requirement 4521 Aas! 4,597 
Revenue Deficiency (157) (158) (213) 
Average All Customer Rate Increase 3.6% 3.6% 4.9% 


Pro-Forma Income Statement 
for the Year Ending December 31, 1986 


($ millions) 


Original Updated Board 
Submission Forecast Recommendation 

Gross Revenue Requirement 4,922 4,922 5,002 
Deduct - Secondary Sales (401) (400) (405) 
Net Revenue Requirement 4,521 4,522 4,597 
Operation, Maintenance and Administration 1,003 1,002 970 
Fuel and Fuel-Related 1,143 TiS 1,108 
Depreciation 690 689 709 
Interest and Foreign Exchange 1,686 1,688 1 aes 
Net Income 400 428 500 
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Other Energy Board Orders (EBO) 


This is a miscellaneous grouping of Board orders and decisions that do not fall within the defined 
categories. It is used for applications requesting orders for permission for such things as discontinuing 
service. It is also used for generic hearings—those called by the Board to give interested parties an 
opportunity to express their views on, and give the Board an opportunity to indicate its policies and 


guidelines regarding, general issues under its jurisdiction. 


FILE HEARING REASONS 
NUMBER APPLICANT MATTER DATE FOR DECISION ORDER 
BEBO Ail Clarke Joining of Interests - Enniskillen-26 Mar. 5/85 May 24/85 Aug, 12/85 
EBO 114 Ram Unitization: Cromar East Field Apr. 29/85 Sept. 20/85 Sept. 16/85 
EBO 116 Ontario Energy Awarding of Costs Nov. 20/84 June 12/85 — 
Board 
EBO 122 Union Contract Approval: Gaz Metro = = June 5/85 
EBOM23 Union Designation of Lands East Feb. 18/86 June 18/86 
of Bickford Place ; 
EBO 124 Union Contract Approval: Northern _ — Sept. 23/85 
& Central 
EBO 125 Ontario Energy Review of Franchises & Certificates Nov. 13/85 May 21/86 -- 
Board 
EBOM2; Haldimand Oil Leave to Discontinue Service Nov. 7/85 Dec. 9/85 Dec. 2/85 


& Gas 


EBO 116: GENERIC HEARING: COST 
AWARDS TO HEARING PARTICIPANTS 


The Board’s Report on the Awarding of Costs and 
Related Procedural Matters was issued on June 
12, 1985. The procedure that was set out in the 
Report has been put into practice during this 
fiscal year. 


The eligibility for a cost award and the proportion 
of the costs to be awarded are decided by the 
panel hearing an application. The party awarded 
costs then submits a statement of costs to the 
Board. The Board Solicitor has been authorized to 
act as the Assessment Officer; the Assessment 
Officer will make a recommendation to the Board 
panel on the quantum of costs, i.e., whether the 
expenditures claimed are reasonable in the 
circumstances and have been incurred directly 
and necessarily for the purpose of the 
proceeding. The parties may make an objection to 
this recommendation. A cost award will be issued 
fixing the quantum to be awarded by the Board 
after it considers the recommendation and any 
objections. 


The Board did not deal with interim costs in the 
Report, instead it stated a case to the Divisional 
Court to clarify the Board’s jurisdiction with 
respect to interim cost awards. The Court advised 
that the Board did not have the jurisdiction to 
provide intervenor funding in advance of a 
hearing “under the guise of exercising its ‘costs’ 
jurisdiction” and that legislative change was 
required. A motion for leave to appeal that 
decision was made in September to the Ontario 
Court of Appeal; leave to appeal was denied. 


In this fiscal year, cost awards were awarded in 
EBRO 403, EBRO 405-1 and HR 14. 
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EBO 125: GENERIC HEARING: NATURAL 
GAS FRANCHISE AGREEMENTS 


The hearing was called by the Ontario Energy 
Board to allow a complete review of municipal 
franchise agreements by all parties involved—the 
municipalities, the gas distributors, the gas 
consumers (particularly the large-volume 
customers) and the Board itself. 


Municipal franchise agreements generally contain 
two elements—the rights granted to the gas utility 
by the municipality to supply gas to the 
inhabitants and to use the municipal roadways to 
install a pipeline system, and the duties of the gas 
utility to comply with municipal requirements in 
return for the right to occupy the roadway. A 
major area of discussion was the sharing of costs 
of pipeline relocations caused by municipal 
construction in the municipal right-of-way. 


A related issue was the control over the use of 
such right-of-way once a franchise had been 
awarded granting to a utility the right to occupy 
such space. 


The OEB report proposed the establishment of a 
multi-party working committee (the Municipal 
Franchise Agreement Committee) made up of 
representatives of the municipalities of the three 
major franchise areas, the three major utilities 
(Consumers’ Gas, Northern & Central Gas, and 
Union Gas), and the Board staff. A major task of 
this committee is to draft a model agreement to 
which parties and the OEB can refer as new 
agreements and renewals come before the Board 
for approval. The Committee also will consider a 
new model formula to allocate the costs incurred 
in pipeline relocation. 


Reports to the Minister (EBRM) 


The Minister of Natural Resources or the Minister of Energy may refer energy-related matters to the 
Board. The Board then holds hearings and issues its report to the appropriate minister. A common type 
of EBRM arises from a request for a permit to inject, store or remove natural gas from designated storage 
areas. Such requests are made to the Minister of Natural Resources under the Petroleum Resources Act. 
The Minister then refers the applications to the Ontario Energy Board for review and approval. 


FILE HEARING 

NUMBER APPLICANT MATTER DATE REPORT 
EBRM 70 Dow Permit to Drill Mar. 26/86 June 13/86 
EBRM 74 Dow Permit to Flood Mar. 26/86 June 25/86 
EBRM 77 Union Permit to Drill Payne 20, Moore 22 a May 24/85 
EBRM 78 Union Permit to Drill Dawn 258, Dawn 19-1 May 24/85 
EBRM 80 Proto Resources Ltd. Permit to Inject Nov. 14/85 Nov. 25/85 
EBRM 81 TER Bryant Permit to Drill Feb. 14/86 Feb. 17/86 


Ss 
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References from the Lieutenant Governor in Council (EBRLG) 


The Lieutenant Governor in Council may instruct the Board to carry out enquiries into energy-related 
matters. The Board then holds a hearing and makes a report with recommendations to the Lieutenant 
Governor. 


FILE HEARING 
NUMBER APPLICANT MATTER DATE REPORT 
EBRLG 28 Lieutenant Governor Reference Re: Unicorp/Union Apr. 9/85 Aug. 2/85 

in Council : 
EBRLG 29 Lieutenant Governor Reference Re: LNG Mar. 25/86 

in Council 
EBRLG 28: UNION/UNICORP of the utility, the parent or the grandparent of the 
On February 15, 1985, the Lieutenant Governor in utility, greater than 20% should take effect 
Council issued an Order requiring the Ontario without the approval of the Lieutenant Governor; 


Energy Board to hold a public hearing with 
respect to the takeover of Union Enterprises Ltd. 
by Unicorp Canada Corporation. The Board was 
asked to examine and report on the probable and 
potential impact of the acquisition on Union, its 


The proposed new owner must advise the 
Lieutenant Governor, the Minister of Energy and 
the OEB, of its intent to acquire such ownership 
or control of an Ontario gas utility; 


present and future customers, and energy supply At the direction of the Lieutenant Governor, the 
in Ontario. As well, the Board was asked to OEB would hold a public hearing into the matter 
examine the need for, or desirability of, the public and make recommendations relating to any 
review and regulation of both the direct and conditions of approval; 
indirect ownership and control and transfers . : 

thereof, of gas distributors and transmitters in The conditions of approval would be treated as an 
@nenoc. order of the Board and be monitored and 


enforced by it as such; 
The hearing was held between April 9 and May 
19, 1985. The Board issued its report to the 


Lieutenant Governor in Council on August 2, 
1985. 


The Lieutenant Governor would have the power 
under Section 35 to waive such a public hearing. 
The Board stated its view, however, that public 
hearings are desirable in these circumstances. In 
the absence of a public hearing, the Board 
submitted that it should be asked to recommend 
any appropriate conditions of approval since it 
will have the duty to monitor and enforce the 


During the hearing, details of significant financial 
transactions which enabled Unicorp to be 
successful in its takeover bid were made public for 
the first time. As well, significant evidence was 


presented that caused the Board to examine not conditions; 

only its role during the transfer of ownership or Any transfer without the approval of the 
ed Oe aerate as HUN ADUr also its Lieutenant Governor would be void. 
regulatory powers in general and its on-going 

deen With respect to the Union/Unicorp takeover 


specifically, the Board recommended certain 
changes to the undertakings that Union and 
Unicorp had indicated they would jointly give to 
the Lieutenant Governor in Council. Subject to 
these and the other recommendations set forth in 
its Report, the Board recommended to the 
Lieutenant Governor in Council that no action be 
taken to interfere with the takeover of Union 


No accumulation/acquisition of the voting shares Enterprises by Unicorp Canada Corporation. 


In its Report the Board re-affirmed the importance 
of the Government retaining its power of approval 
over the control or ownership of the three major 
natural gas utilities. As a result, the Board 
recommended that Section 26 of the Ontario 
Energy Board Act should be amended to provide 
for the following: 
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EBRLG 29: REFERENCE TO REVIEW 
PROPOSED LIQUEFIED NATURAL GAS 
(LNG) STORAGE FACILITY 


In April 1985, Consumers’ Gas announced its 
plan to construct an LNG storage facility to 
accommodate peak gas demands. The Ontario 
Pipeline Coordination Committee reviewed site 
selection data in September 1985. 


On October 15, 1985, Consumers’ filed two 
applications with the Ontario Energy Board for: 


1. leave to construct two natural gas transmission 
pipelines; and 


2. acertificate of public convenience and 
necessity to construct works and supply gas in 
the Township of Haldimand. 


The applications proposed that a Liquefied 
Natural Gas (LNG) storage facility and the 
transmission pipelines to transport gas to and 
from the plant be constructed in Haldimand 
Township. The facility was proposed as a 
“peakshaving” plant to meet peak temperature 
sensitive load in 1994. 


Consumers’ proposed to build the plant on a 180 
hectare site. The capacity of the proposed storage 
tank would be 92,000m’ (liquid); the process 
facilities would be capable of supplying 8500 
10’m’ (gas) for the seven peak days anticipated in 
1994. The liquid would be stored at -162°C at 
approximately atmospheric pressure. The 
anticipated cost of the project was proposed to be 
over $100 million. 


After requests by concerned citizens to designate 
the project under the Environmental Assessment 


i 
i A Consumers Gas 


Act, the Minister of the Environment referred the 
proposal to the Environmental Assessment 
Advisory Committee. The committee solicited 
opinions from interested parties and 
subsequently recommended that the proposal be 
designated under that Act. However, the 
Lieutenant Governor in Council by an Order in 
Council ordered the Ontario Energy Board to 
examine and, after holding a public hearing, to 
report on Consumers’ proposal to construct the 
LNG storage facility. 


The Order in Council required the OEB to “take 
into account all such matters as to it appear to be 
relevant, and without limiting the generality of 
the foregoing, the Board is to have regard to the 
following: 


a. the need for the Project; 


b. the alternatives to the Project which will satisfy 
that need; 


c. the safety considerations associated with the 
Project; 


d. the advantages and disadvantages of the 
Project, the alternatives to the Project and the 
six candidate sites considered by the applicant, 
taking into account the physical, social, 
economic, cultural and natural environment, 
including effects on air, land and water; and 


e. the economic feasibility of the Project.’ 


The Board announced that the hearing would be 
held in Cobourg, Ontario. The hearing took place 
after the fiscal 1985/1986 yearend and will be 
reviewed in the next Annual Report. 


Members of public review Consumers’ display 
at LNG hearings. 
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Natural Gas Rate Reviews and Interim Rate Reviews (EBRO) 


EBRO applications are made by the utilities to seek rate adjustments. The Board may also initiate such 
proceedings if a utility has not submitted an application and the Board considers that a review is 


required. 
FILE HEARING REASONS 
NUMBER APPLICANT MATTER DATE FOR DECISION ORDER 
EBRO 392-5 = Wellandport Interim Rates = = Jan. 3/86 
EBRO 403 Consumers’ Rates June 3/85 Sept. 25/85 Oct. 11/85 
EBRO 403-1 Consumers’ Interim Rates Nov. 20/85 Dec. 23/85 & Dec. 6/85 
Jan. 14/86 
EBRO 405-1 ~=Union Rates June 25/85 Oct. 28/85 Dec. 24/85(1) 
Nov. 29/85 June 6/86 
addendum 
EBRO 405-2. Union Rates Nov. 18/85 May 5/86 Apr. 7/86 
June 5/86 
EBRO 405-3. Union Rehearing of Rate to Petrosar Mar. 18/86 — July 21/86 
Portion of 
EBRO 405 
EBRO 406 Tecumseh Rates May 13/85 June 14/85 July 26/85 
EBRO 407 NRG Rates Dec. 2/85 Feb. 28/86 Mar, 26/86 
EBRO 407-A NRG Apr. 18/86 Apr. 25/86 
EBRO 407-1 NRG Rates _ = Apr. 29/85 
EBRO 407-2. NRG Interim Rates July 31/85 — Aug. 12/85 
EBRO 407-3. NRG Interim Rates Nov. 8/85 - Nov. 28/85 
EBRO 407-5 NRG Interim Rates - Jan. 14/86 Jan. 22/86 Feb. 4/86 
Revenue Deficiency 
EBRO 408 Northern & Rates Oct. 15/85 May 30/86 July 21/86 
Central 
EBRO 408-1-1 Northern & Interim - Removal of Dec. 17/85 Jan. 15/86 Feb. 4/86 
Central CONSE, GAGE, 
EBRO 408-1-2 Northern & Interim - Revenue Deficiency — Jan. 15/86 Feb. 4/86 
Central Portion of 
EBRO 408-1-1 
EBRO 409 Kidd Creek Rates Oct. 21/85 Apr. 21/86 June 25/86 
EBRO 410 Consumers’ T-Rates Jan. 27/86 Apr. 4/86 = 
EBRO 410-1-1 Cyanamid Interim - T-Rates Jan. 27/86 _ Dec. 24/85 
EBRO 410-1-1 Cyanamid Interim Interim Rates — = Feb. 27/86 
(amendments to 410) 
EBRO 410-2-1 QNS Paper T-Rates (Consumers’) =— = Feb. 28/86 
EBRO 410-3-1 Canadian Interim T-Rates (Consumers ’) — = Mar. 26/86 
Gypsum 
EBRO 411 Northern & T-Rates Jan. 27/86 Apr. 4/86 == 
Central 
EBRO 411-1-1 Nitrochem Interim T-Rates Jan. 27/86 <4 ace 
EBRO 412 Union T-Rates Jan. 27/86 Apr. 4/86 = 
EBRO 412-1 CLL. Interim T-Rates Jan. 27/86 = Poe ee 


he ae See ee ee ee eee 
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Natural Gas Rate Reviews and Interim Rate Reviews (EBRO) (continued) 


FILE HEARING REASONS 

NUMBER APPLICANT MATTER DATE FOR DECISION ORDER 

EBRO 412-2-1 Canadian Interim T-Rates (Union) ~ a Mar. 26/86 
Gypsum 

EBRO 412-3-1 Polysar Interim T-Rates (Union) _ _ Mar. 26/86 

EBRO 413-1-1 Union EMP Rate - C.1.L. — — Jan. 10/86 

EBRO 413-2-1 Union CMP Rate - Allied Chemical = = Feb. 3/86 

EBRO 415-1-1 Northern & CMP Rate - Algoma Steel — = Feb. 27/86 
Central 

EBRO 415-2-1 Northern & CMP Rate - Great Lakes — — Feb. 27/86 
Central Forest Producers 

EBRO 415-3-1 Northern & CMP Rate - Dupont Canada — —_ Feb. 27/86 
Central 

EBRO 415-4-1 Northern & CMP Rate - Abitibi Price Inc. = — Feb. 27/86 
Central 

EBRO 415-5-1 Northern & CMP Rate - Courtaulds Canada = =s Feb. 27/86 
Central 

EBRO 415-6-1 Northern & CMP Rates - Inco = = Mar. 12/86 
Central 

EBRO 415-7-1 Northern & CMP Rates - Dupont Canada — — Mar. 19/86 
Central 

EBRO 415-8-1 Northern & CMP Rates - Cornwall Chemical Ltd. — — Mar. 19/86 
Central 

EBRO 415-9-1 Northern & CMP Rates - Spruce Falls = = Mar. 25/86 
Central Power & Paper Co. : 

EBRO 417-1-1 Consumers’ CMP Rates - Ford Glass Ltd. — = Mar. 21/86 

EBRO 417-2-1 Consumers’ CMP Rates - Ford Motor = = Mar. 21/86 


Company of Canada 


Ye 


Anticipating the possibility of the need for future changes to the pipeline system, a worker welds on the main-flange which 
will facilitate adaptibility of the line. 


22 


sss 


EBRO 403: THE CONSUMERS’ GAS 
COMPANY LTD. (CONSUMERS’) 


Consumers’ is Canada’s largest natural gas 
distribution utility serving over 800,000 
residential, commercial and industrial customers 
in south, central and eastern Ontario, western 
Quebec and northern New York state. Its annual 
sales of gas in Ontario are in excess of 8.5 10’m’. 


By application dated March 7, 1985, Consumers’ 
requested rate increases for all customers effective 
October 1, 1985, in order to recover a projected 
$23.9 million gross revenue deficiency for its 1986 
test year. The hearing which began on June 3, 
1985, lasted approximately three weeks. The 
Board issued its decision September 25, 1985. 


During the course of the hearing, a number of 
modifications were made by Consumers’ to its 
submission, resulting in reductions to the claimed 
revenue deficiency. The table shows the key 
financial elements of Consumers’ final 
submission and the Board's decision. Data from 
the previous Board decision, which was for 
Consumers’ 1984 test year, is shown for 
comparison. 


EBRO 395 EBRO 403 EBRO 403 
Previous Final Board 
Board Consumers’ Decision 
Decision Submission Sept. 25/85 
TEST YEAR ENDING SEPT. 30 
1984 1986 1986 
Rate Base ($000’s) 1,211,700.0 1,299,800.0 1,284,200.0 
Utility Income 5 
($000’s) 155,100.0 159,500.0  159,700.0 
Indicated Rate of — 
- Return on R. 12.80% OO eS 
Cost of Capital 
Long-term Debt _ 12.11% 12.00% 11.98% 
Unfunded Debt _ 10.00% 10.50% 10.00% 
_ Preference Shares a 10.98% 11.27% 11.27% 
- Common Equity 15.30% 15.50% 15.00% 
Allowed/Requested 
12.80% 12.98% 12.59% 


_ Return on Rate Base 


4,200.0 
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The changes in rate base made by the Board 
largely reflect its direction to Consumers’ to 
remove certain of its non-utility activities such as 
merchandising programs (appliance centres) from 
rate base and hence from rate regulation. 


As part of its submission, Consumers’ proposed 
new rates which were to reflect three seasons 
rather than the existing two seasons. The Board 
rejected this proposal at that time. 


The gross revenue deficiency of $4.2 million 
found by the Board was not reflected in rates, but 
rather was placed in a deferral account. On 
November 4, 1985, Consumers’ applied to 
re-open EBRO 403 to reflect in rates the deferred 
$4.2 million deficiency and the balances in other 
deferral accounts including the one that had been 
accumulating various cost of gas changes. The net 
result of closing out all these deferral accounts 
was a rate decrease for all customers. 


EBRO 405: UNION GAS LIMITED (UNION) 


Union is the second largest gas distributor in 
Ontario, serving approximately 518,000 
customers in Southwestern Ontario. Union also 
operates a network of pipeline, storage and 
compression facilities to provide service to its 
customers and other utilities in Eastern Ontario 
and Quebec. 


Union did not file an application to increase rates 
for its 1986 test year (12 months ending March 31, 
1986). However, in light of Union’s actual and 
forecast overearnings for fiscal 1984 and fiscal 
1985, the Board convened a hearing to enquire 
into, hear and determine certain matters with 
respect to Union's 1986 fiscal year. 


On January 23, 1985, Union applied for a rate 
increase for its 1987 fiscal year. Union also applied 
at that time for an order to recover in rates the 
balances in and accruing under SNG Premium 
Accounts No. 3 and No. 4, together with interest 
costs thereon. In applying for these rate 
increases, Union also sought an appropriate rate 
classification and rate for the sale of gas to 
Petrosar Limited. 


The Board’s review of certain matters with respect 
to Union's 1986 fiscal year was heard together 
with Union’s application for recovery of SNG 
Accounts No. 3 and No. 4 and its request for an 
appropriate rate classification and rate for the sale 
of natural gas to Petrosar. The hearing was held 
under Board File EBRO 405-1 in July and August 
of 1985. The Board issued its Reasons for Decision 
on October 28, 1985. 


The hearing into Union's application for a rate 
increase for fiscal 1987 was held under Board File 
EBRO 405-2 during November and December 
1985 and January 1986. The Board issued a 
decision on April 3, 1986, with reasons following 
on May 5, 1986. The content of that decision will 
be discussed in next year’s Annual Report of the 
Board. 


The Board’s EBRO 405-1 Decision found the rate 
applicable to sales of natural gas by Union to 
Petrosar, pending the outcome of the litigation 
between these two parties, should be negotiated 
within the present M7 range. Following an appeal 
of this Decision to Cabinet by Union, the Board, 
on its own motion, reviewed and confirmed its 
Decision under file EBRO 405-3. 


The capital budget forecast for fiscal 1986 was 
lowered by $6.6 million; the allowance for cash 
working capital was reduced by $397,000; the 
forecast of 1986 M7 sales volume was adjusted 
upwards by 188,035 10°m’; and the forecast of 
operations and maintenance expense was 
reduced by $2,345,000. The rate of return on 
common equity from the EBRO 397 Decision was 
accepted without contest. As a result of these 
adjustments, the Board found a revenue surplus 
for 1986 of $3.079 million. 


The Board authorized the recovery in rates of 
SNG Premium Account No. 3, but found its size 
to be excessive because Union had failed in the 
proper management of the account. As a result, 
the Board disallowed all interest accumulated in 
Account No. 3 from its inception, which the 
Board estimated to be $2.6 million. The Board 
ordered Union to amortize $3.4 million of the 
account in fiscal 1986. This had the result of 
reducing the found revenue surplus to a revenue 
deficiency of $321,000, which sum was deemed 
not significant enough to warrant a change in 
rates for fiscal 1986. 


The Board did not authorize Union to collect in 
rates any of the amounts which had accumulated 
in Premium Account No. 4. 


The table shows the key financial figures in 
Union's final submission and the Board’s 
subsequent decision. The Board’s decision for the 
1985 test year is shown for comparison. 


EBRO 397. EBRO 405-1 EBRO 405-1 
Previous Final New Board 
Decision Union Decision 

Apr. 24/84 Submission Oct. 28/85 


TEST YEAR ENDING MARCH 31 


1985 1986 1986 

Rate Base ($000’s) 830,281 884,089 880,392 
Utility Income . : 
($000's) 105503 «112593 a7 
Indicated Rate of 

Return on Rate Base 12.71% 12.74% 13.04% 
Cost of Capital 

Long-term Debt 12.01% 12.47% 12.47% 

Short-term Debt 10.50% 9.30% 9.30 Yo 

Preference Shares 10.05% 10.12% 10.12% 

Common Equity 15.60% 15.60% 15.60% 
Allowed Rate of Return 

on Rate Base 12.75% 12.75%(1) 12.875% _ 


Revenue Deficiency 


($000’s) 731 3,669(1) 321 


Note: (1) The rate of return on rate base allowed in EBRO 397 was 
used in this calculation. 


During the course of the EBRO 405-2 
proceedings, Union applied for an interim rate 
decrease effective November 1, 1985, to reflect 
accumulated cost of gas reductions resulting from 
various changes in taxes, subsidies and gas 
prices. Union also proposed to refund to 
customers the cost of gas savings that had 
accrued up to and including October 31, 1985. In 
an interim order dated December 24, 1985, the 
Board approved Unior’s proposal. 


COC eee eee ee eee 


EBRO 407: NATURAL RESOURCE GAS 
LIMITED (NRG) 


NRG is a relatively small gas distribution utility 
serving approximately 1800 customers in Aylmer 
and surrounding communities. NRG purchases 
its natural gas from Union and a number of local 


ee 


EBRO 393 

Previous EBRO 407. EBRO407-A 
Board Final New Board 

Decision NRG Decision 


Oct. 19/84 Submission Apr. 18/84 


TEST YEAR ENDING SEPTEMBER 30 


producers. 1984 1986. 1986 

Rate Base ($000’s) 1,620 230 ee 
The rate application was filed in March, 1985. Utility Income ; : 
Some months elapsed before the filing of a - e oe 
supporting material for the main application, and soe De S . 
the Board dealt with a number of interim rate ee oe. oe i 
applications including a $243,000 increase in Cost of Capital Debt 13.77% 12.50%  — 12.75% 
revenues in November, 1985, and $157,000 in Preference Shares 9.00% 9.00% 9.00% 
January, 1985. The question of the cost of liability Common Equity 16.25% 16.50% 15 80% 
insurance premiums prompted considerable 
discussion during the proceedings. The Board’s Allowed/Requested Rate oo oe 

of Return on Rate Base 13.93% 13.61% 13.20% 


final decision was issued on April 18, 1986. 


Revenue Deficiency 


The table shows the key elements of NRG’s ($000’s) 7 
submission as well as the Board’s decision. 
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EBRO 408: NORTHERN AND CENTRAL GAS 
LIMITED (NORTHERN) 


Northern (whose name was officially changed to 
ICG Utilities (Ontario) Ltd. effective May 5, 1986) 
serves approximately 150,000 customers in 
northwestern, northern and eastern Ontario. It 
distributes gas to more than 100 communities in 
an area extending from Kenora to points 200 miles 
along the shores of Lake Ontario and the St. 
Lawrence River. 


By application dated July 24, 1985, Northern 
requested rate increases for all customers effective 
January 1, 1986, in order to recover a projected 
deficiency for its 1986 test year of $14,038,900. The 
hearing was held in October and November 1985. 
The Board issued interim decisions on January 15, 
1986, and a final decision on May 30, 1986. 


The table shows the key financial elements of 
Northern’s final submission and the Board’s 
decision. The Board’s decision for the 1985 test 
year is shown for comparison. 


EBRO 399 EBRO 408 EBRO 408 
Previous Final New Board 
Board Northern Decision 
Decision Submission May 30/86 
TEST YEAR ENDING 
1985 1986 1986 
Rate Base ($000’s) 808 137038 375.3707 375,370 7 
Utility Income 
($000’s) 37,953.9 42,767.5 44,091.4 
Indicated Rate of 
Return on Rate Base 12.32% 11.39% 11.75% 
Cost of Capital 
Long-term Debt 12.86% 12.45% 10.25% 
Short-term Debt N.A. N.A. 12.43% 
Preference Shares 6.28% 6.56% 6.59% 
Accumulated Tax 
Deferrals 3.00% 3.00% 0.00% 
Common Equity 15.75% 16.00% 15.00% 
Allowed/Requested 
Return on Rate Base 13.23% 13.14% 12.74% 
Revenue Deficiency 
($000’s) 5,722.5 14,038.9 7957 5 


Northern proposed major structural design 
changes to all of its rate classes. This aspect of its 
application, however, was deferred until the next 
major rate case owing mainly to the uncertainty 
over the future impact of probable deregulation of 
Northern’s gas supply costs. 


On December 11, 1985, Northern filed an 
application for interim rate reductions effective 
January 1, 1986, to account for accumulated 
changes in its gas purchase costs and taxes. 


As well, Northern proposed to refund, by means 
of alump sum credit, the net cost savings that 
had accrued to December 31, 1985. In its decision 
(EBRO 408-1-1) dated January 15, 1986, the Board 
approved both the proposed refund and the rate 
decrease effective January 1, 1986. 


In a further application dated December 11, 1985, 
Northern requested an interim order for rate relief 
effective January 1, 1986, pending final 
disposition of the main case. 


The Board issued interim reasons for decision 
(EBRO 408-1-2) on January 15, 1986, allowing 
Northern to implement interim rate increases to 
recover additional revenues of $6,500,000 through 
a uniform rate increase to all its customers 
effective January 1, 1986. 


The effect of these two interim rate changes were 
netted so that customers only experienced one 
rate change (an increase for some and a decrease 
for others) effective January 1, 1986. The Board, in 
its final decision, then found an additional 
deficiency of $1,457,500 effective April 21, 1986. 
This additional deficiency was to be computed 
and recovered in the same manner as that used 
for the January 1, 1986, interim revenue deficiency 
and was to be effective on all gas consumed on or 
after April 21, 1986. 


EBRO 409: KIDD CREEK MINES LTD. 

(KIDD CREEK) 

Kidd Creek, located in Timmins, is a large volume 
industrial customer of Northern & Central Gas 
Corporation Limited (Northern). 
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On or about April 7, 1978, Northern and 
Texasgulf Canada Ltd. (Kidd Creek’s predecessor) 
entered into a five-year contract to supply gas at 
Texasgulf’s mine site under Northern’s Rate 302 
(now 308). The contract was to continue thereafter 
unless terminated, in writing, by either party 
with six-months prior notice. Prior to the expiry 
of the initial five-year term, Kidd Creek requested 
Northern to serve it under negotiable Rate 320, 
effective November 1, 1983. Nothern refused, 
saying Kidd Creek failed to meet its feasibility 
criteria for service under Rate 320. 


Kidd Creek filed an application dated June 4, 
1985, requesting that the Board issue an Order, 
pursuant to Sections 15 and 19 of the Ontario 
Energy Board Act, fixing Rate 320 as the rate at 
which Northern must sell gas to Kidd Creek at its 
mine site. In addition Kidd Creek requested that 
the Board order a refund of all amounts overpaid 
since November 1, 1983. 


The Board heard the application commencing 
October 21, 1985, and issued its Reasons for 
Decision on April 21, 1986. In those reasons the 
Board found that the Rate 320 schedules had 
neither expressly nor implicitly ever included a 
feasibility test for access to the rate and, further, 
Northern had no right to impose conditions 
beyond those already contained in the 
applicability and eligibility clauses of the schedule 
without prior approval of the Board. Asa 
consequence, the Board found that Kidd Creek 
had been improperly excluded from service 
under Rate 320 since November 1, 1983, and had, 
therefore, overpaid Northern since that date. 


Northern was ordered to instate Kidd Creek as a 
Rate 320 customer and refund all amounts 
overpaid. 


EBRO 410, 411, 412: CONTRACT CARRIAGE 
RATES 


To make the new market-oriented arrangements 
contained in the Agreement on Natural Gas 
Markets and Prices available to end-users in 
Ontario, the Board approved interim contract 
carriage arrangements on Ontario distribution 
systems. In December 1985, the Board called 
hearings on its own motion to consider interim 
contract carriage arrangements for Consumers’, 


Union and Northern. At the same time the Board 
ordered that the three hearings be combined to 
consider elements common to the three 
distributors. 


The hearing commenced on January 27, 1986, and 
continued for thirteen days concluding on 
February 12, 1986. The Board issued its decision, 
dated April 4, 1986, in which it supported the 
availability of the new market-oriented gas 
purchase arrangements for the interim period. 
Rate schedules, including terms and conditions 
were determined for such arrangements, but the 
Board found that approval of each specific 
contract would be required. The Board also noted 
its intention to hold another hearing later in the 
year to hear and determine matters relating to 
permanent contract carriage arrangements in 
Ontario. 


MINI-GLOSSARY 


Argument: 

The final step in a hearing, during which participants 
summarize their positions on various matters of concern 
based on the evidence adduced. 


Board Order: 
A legal document directing the implementation of a Board 
decision. An Order is binding on the indicated parties. 


Board Recommendation: 

Usually contained in a Board Report to a Minister or to the 
Lieutenant Governor in Council on Ontario Hydro or some 
other energy-related matter. Such recommendations are not 
binding. 


Bulk Power Rates: 

Wholesale electricity rates to municipalities and certain 
industrial customers of Ontario Hydro having an average 
annual power demand of 5,000 kilowatts or more. 


Buy/Sell Agreement: 

Arrangement whereby an end-user purchases gas froma 
producer and then sells it to the local distribution utility 
who comingles that gas with other supplies. The end-user 
then buys gas from the local utility in the usual manner. 
The difference between the price paid to the producer and 
the price received from the local utility minus any 
transportation costs accrues to the end-user. 


CMP: 

Competitive Marketing Program: a discount program 
offered by producers selling system gas to meet competitive 
situations by allowing the end-user/distribution utility to 
negotiate a reduced price that is then passed from the 
producers through TransCanada and the local utility to the 
end-user. 


Commodity Charge: 

The variable component of pipeline transportation tolls or 
gas Sales rates designed to recover variable costs of 
providing service. 


Contract Carriage: 

Transportation service provided for the transport of gas not 
owned by the transporting pipeline company. See also 
T-SERVICE. 


Demand Charge: 

The fixed component of pipeline transportation tolls or gas 
sales rates designed to recover fixed costs of providing 
service. 


Designated Gas Storage Area: 

A land area containing geological formations into which the 
Board may authorize a person to inject, store, and remove 
gas. Injection of gas for storage into any geological formation 
outside of a designated gas storage area is prohibited under 
section 20 of the Ontario Energy Board Act. 


Direct Sales: 

Natural gas supply purchase arrangements transacted 
between producers and end-users at negotiated prices for 
which pipeline transportation arrangements must then be 
negotiated separately with TransCanada and the local 
distribution utility. 


Gigajoule: 

A measure of energy content in fuel; a typical residential 
consumer of natural gas might use about 130 gigajoule(GJ) 
per year for household heating. (One GJ = approximately 
.95 Mcf. of natural gas.) 


Interrogatories: 
Written requests for the supply of additional information or 
clarification of information already received. 


Intervention: 

Notice of intent to participate in hearings; stating the 
interest in the proceeding. The person or group is called an 
intervenor. 


Rate Base: 

The amount that a utility has invested in assets that are 
used and useful in providing service minus accumulated 
depreciation plus an allowance for working capital and any 
other items which the Board may determine. Rate base may 
also be net of accumulated deferred income taxes. 


Rate of Return on Common Equity: 

Utility income, after tax, expressed as a percentage of the 
amount of common equity approved for inclusion in the 
utility’s capital structure. 


Rate of Return on Rate Base: 

The amount which a utility is allowed to earn expressed as a 
percentage of the rate base. Note that this return is not 
guaranteed to the utility. Rather, this is the return that the 
company has a reasonable opportunity to earn given 
forecast conditions. 


Revenue Requirement: 

The allowed expenses of the utility and the allowed return 
on rate base are added together to obtain the total amount 
which the utility must recover through rates in order to 
cover its costs of providing service. 


Test Year: 

A period of twelve consecutive months (usually the 
company’s next full fiscal year) for which projections of 
costs, revenues, expenses and rate base are studied by the 
Board in order to set rates which will allow the utility the 
opportunity to earn a reasonable rate of return. 


T-Service: 

The gas transportation service offered by a pipeline 
company or distributor to transport gas owned by others. 
See also CONTRACT CARRIAGE. 
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\amme?” Energy 
Ontario Ontario 
Minister Ministry 56 Wellesley St. West 
of 12th Floor 
Toronto, Ontario 
Energy M7A 2B7 


416/965-4286 
Telex 06217880 


The Honourable Lincoln M. Alexander 
Lieutenant Governor of the 
Province of Ontario 


I hereby submit the annual report of the Ontario Energy Board. It reviews the events and 
activities of the fiscal year 1986-87. 


Respectfully submitted, 


(Jeon 


Vincent G. Kerrio 
Minister of Energy 
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MESSAGE FROM THE CHAIRMAN 


The past fiscal year has been one of the 
most dynamic in the history of the natural 
gas industry in Ontario. Decisions issued 
by the Ontario Energy Board in this year 
may well set the pattern for the industry 
for the next decade, and perhaps for 
decades to come. 


There have been many positive develop- 
ments at the Board in 1986-87. 1am pleased 
to report that in several areas we have 
strengthened our resources and expanded 
our lines of communication to include a 
range of organizations and information 
networks. 


A regulatory agency in the energy field 
today deals with extremely complex and 
technical matters. Thus, individuals of the 
highest calibre, with many years of experi- 
ence related to the energy industry, are 
needed. Our Board is fortunate in drawing 
such individuals from universities, indus- 
try and government. 


Because we demand the best, the recruit- 
ment process is rigorous. In these efforts 
and others, we are assisted by the Ontario 
government. While I could never mention 
all the people who directly and indirectly 
facilitate the smooth operation of the Board, 
I would be remiss if I did not acknowledge 
the support and co-operation we have 
received from the Minister and Deputy 
Minister of Energy during the past fiscal 
year. 


This year there has been a particularly 
strong emphasis on strengthening Board 
resources and research staff, and in en- 
suring that there is continuing exposure 
to the latest developments in the industry. 


Extensive information-sharing programs 
have been developed, both formal and 
informal. A visiting speaker series pro- 
vides seminars on a variety of subjects. We 
have also established information net- 
works with officials in other provinces, the 
National Energy Board, the Ministry of 
Energy, Mines and Resources for Canada 
and key U.S. states. In this way the Board 
is informed of developments as they occur 
and we are able to provide information 
on our own activities. 


We have developed a special relationship 
with Ontario universities and are now 
working on establishing some joint funding 
of theses by selected PhD students across 
the province. This will ensure that impor- 
tant background research essential to the 
regulation of public utilities will be per- 
formed. We engage students for limited 
periods of time so that they acquire on- 
the-job experience. As I perceive it, this 
Board has a duty to contribute to the 
education and training of professionals in 
this field, since we may later benefit 

from their expertise and understanding of 
our role. 


In this respect, a program is also being 
developed to provide for exchanges of per- 
sonnel between the Board and a number 
of professions such as law, engineering 
and accounting. 


The Ontario Energy Board was one of the 
founding members of the Council of Cana- 
dian Administrative Tribunals (CCAT). I 
am pleased to report that this year’s second 
annual conference was a success, with 
increased attendance from boards, commis- 
sions and tribunals located throughout 
Canada at both the federal and provincial 
levels. These conferences provide a forum 
for an exchange of ideas and experiences 
of those involved on a day-to-day basis 
with administrative law at the decision- 
making level, and create an opportunity 
for members to meet on an informal basis 
in an educational setting. 


Our commitment to exchanging informa- 
tion has necessitated some travelling during 
the year, particularly to the producing 
provinces. We felt it was essential to com- 
municate the basis of our decisions to 
those affected, and to learn first hand 
about the experience of the producing 
provinces under the Agreement on Natural 
Gas Markets and Prices. Now, more than 
evér in this period of change, it is impor- 
tant to keep the lines of communication 
open. 


For this reason, a newsletter is planned 
for the next fiscal year. To be issued on a 
regular basis, it will explain how we 
operate, discuss major events and develop- 
ments in the industry, and review recent 
decisions and pending hearings. 


The year of transition following the Agree- 
ment on Natural Gas Markets and Prices 
ended in November, 1986. This transition 
year and the subsequent months have 
seen a gradual movement to more market- 
oriented pricing and marketing. While gen- 
erally held to be a desirable goal, this has 
led to considerable uncertainty for all seg- 
ments of the industry, from producer to 
consumer. 


Distributors have retained their monopoly 
over the transportation of natural gas; 
however, they no longer have a monopoly 
over the sale to end-users. 


During the year the Board moved quickly 
to implement the new policies stemming 
from the Agreement, and through its deli- 
berations and decisions, to ensure those 
policies were put in place within the con- 
text of current legislation. It is perhaps 
not surprising that some Board decisions 
were controversial ones. 


In considering the role of the Ontario 
Energy Board, it is important to be aware 
of the origins of utility regulation. Early 
in this century, utility companies realized 
that the costly installations and facilities 
required for gas delivery made competition 
prohibitively expensive. Smaller companies 
merged into larger entities to assume 
control over a designated area through 
franchise agreements reached with local 
municipalities. In effect, natural mono- 
polies came into being. As the industry grew 
and expanded, it became obvious that 
these monopolies needed to be scrutinized 
by an impartial body to ensure that the 
public interest was observed and protected. 


This is still the function of the Ontario 
Energy Board: a Board hearing is a fair, 
effective, and impartial forum at which 
members of the public can air their views 
and concerns. 


When the environment in which the indus- 
try operates changes dramatically, as it has 
during this past year, the regulatory pro- 
cess must be able to meet the new chal- 
lenges. Board decisions will sometimes be 
controversial or contentious. Our respon- 
sibility is to protect the public interest 
within the context of current national and 
provincial policies and legislation. It must 
be recognized that this may occasionally 
cause some dislocation in the industry, at 
least in the short term. Equally, the regu- 
latory process must change to accommo- 
date the market and other forces that 
affect it. 


Regulation need not, however, be 
adversarial. The process must rest in part 
on trust. The objective of both regulators 
and regulated should be the efficient func- 
tioning of the system. Mutual respect is 
particularly important when the changing 
environment places excessive strain on all 
parties in the system. 


My concept of the policy changes that 
have affected gas marketing and pricing 
in the past year is that they have changed 
the nature and direction of regulation, but 
have not removed the need for it. 


I believe that in the next few years, 
industry and relevant government bodies 
will resolve the question of separating gas 
marketing from gas transportation. The 
role of brokers in marketing gas will be 
dealt with. Questions to be considered 
include whether new legislation should 
allow them total access to the Ontario 
market, or whether and how their in- 
volvement should be restricted. 


When we examine this, we will examine 
whether residential customers as well as 
industrial and commercial customers should 
be served by brokers, and if so, the terms 
and conditions that should apply. Deci- 
sions will also need to be made as to 
whether some segments of the market 
need special protection; and if so, whether 
this is an appropriate responsibility for a 


regulatory agency. 


Obviously, these questions cannot be 
answered solely by a consuming province 
such as Ontario. Energy regulation and 
the direction it will take have nation-wide 
implications, with consuming provinces 
benefitting from lower costs and producing 
provinces expressing some reservations 
about the speed and the extent of changes 
in regulation resulting from the 1985 Agree- 
ment on Natural Gas Markets and Prices. 
In any case, the Board will endeavour to 
respond to changes as they occur—and if 
there is one element of certainty in this 
industry, it is that there are more changes 
ahead. 


During the year in review the Board issued 
several major decisions that will have long 
term implications. Selected decisions are 
discussed in detail in the pages of this 
report. 


While regulation of the natural gas indus 
try captured much public attention and 
occupied much of the Board’s time durin 
the past year, the Board's other major 
responsibility, to review Ontario Hydro’s 
rate proposals and make recommendations 
was not in any way lessened. A summat 
of our findings in 1986-87 is included in 
this report. 


In all, some 1000 applications were pro- 
cessed during the year, many without 
formal hearings. Throughout the year, in a 
Our activities and deliberations, we relied 
heavily on the professionalism and dedica 
tion of our staff. On behalf of all Board 
members, I wish to thank the staff for its 
outstanding service in a particularly 
demanding and challenging year. 


Several members of the Board completed 
their terms or resigned during the year. 
During their terms of service they made 
many valuable contributions to the regu- 
latory process in this province. We offer 
our sincere thanks and best wishes to Johr 
Shurie, Donald Thornton, Patrice Boisseau, 
Richard Perdue and Marie Rounding. 


Looking ahead, I am confident that as we 
continue to explore the ramifications of 
the changes taking place, we will see posi 
tive developments in the pricing and 
marketing of gas, some clarification of 
complexities, and a new understanding 
and acceptance of the responsibilities of 
both the regulators and the regulated in 
this vital industry. 


roca, 


Robert W. Macaulay, Q.C. 
Chairman 


YNTARIO ENERGY BOARD MEMBERS 


Standing, left to right: 
Malcolm Jackson, 

John K. Shurie, 

Mervin A. Daub, 

Joseph A. Dekort, 
Donald H. Thornton, 
Patrice E. Botsseau, 
Richard R. Perdue 
Denis A. Dean, 

Carl A. Wolf 


Seated, left to right: 
John C. Butler, 

Marie C. Rounding, 
Robert W. Macaulay, 
Candace U. Craddock, 
Orville J. Cook 


INTRODUCTION: 


NATURAL GAS AND ELECTRICITY IN ONTARIO 


A hydro transmission line is constructed in 
northern Ontario. 


Ontario relies heavily on natural gas as 
an energy source and as a feedstock, pri- 
marily in the production of chemicals. 
Natural gas is the major fuel for all sectors 
of the economy except transportation, and 
it is the primary fuel for space and water 
heating in homes and institutional and 
commercial buildings. 


Ontario's use of gas is the largest of the 
consuming provinces, accounting for 
approximately 33 percent of the total 
demand for Canadian natural gas. Because 
of the dependence on this source of energy, 
its impact on industrial competitiveness, 
and the limited capacity to switch to alter- 
nate fuels, the cost and availability of 
natural gas are vital concerns. 


Electricity provides approximately 17 perce 
of the total energy consumed in the pro 
vince, and its use is growing. In the pas 
ten years the consumption of electricity 
has increased by nearly 40 percent. Thu 
electric power planning for the future is 
crucial. The Ontario Energy Board has a 
role to play in this process. 


The Ontario Energy Board regulates the 
natural gas industry in a variety of way 
including rate setting, approval of fran- 

chise agreements and authorizing the 

installation of transmission lines. The 
Board also acts as an advisor to the Mir 
ister of Energy on matters relating to the 
natural gas industry as well as Ontario 

Hydro. The Board makes recommendatio1 
with respect to any proposed Hydro rate 
increases. Several of these responsibiliti 
are described later in greater detail. ) 


Laying pipeline for natural gas near Cambridg 
crossing the Grand River. 
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NATURAL GAS DISTRIBUTION IN ONTARIO 


|_] CONSUMERS’ GAS 
L_] UNION GAS 
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Highlights of Three Major Gas Utilities under Board Jurisdiction 


Year Average Gas Sales Average Number of 
Firm Ending Assets Rate Base Revenues Residential Bill Customers 
Union (Mar. 31/87) $1,355,942,000 $ 888,086,000 $1,377,366,000" $831.04 034,750 
Consumers’ Gas (Sept. 30/86) $1,725,830,000  $1,294,100,000 $1,638,300,000 $846.71 880,994 
ICG Utilities (Ontario) Ltd (Dec. 31/86) $ 459,352,600 $ 370,116,000 $ 465,305,100* Western $891.11 154,512 
(Northern and Central) Northern $909.42 
Eastern $829.09 
TOTAL $3,541,124,600  $2,552,302,000 $3,480,971,100 1,570,056 


‘Includes revenue from storage and or transportation of gas for others. 


THE ONTARIO ENERGY BOARD-— ITS ROLE 
AND RESPONSIBILITIES 


Rate-setting — Natural gas 


Each natural gas utility sells and trans- 
ports gas in franchised areas of the 
province. Competition in the sale of gas 
now exists both through the option to 
purchase gas directly and from suppliers of 
alternative energy sources. Since the trans- 
portation of gas involves an extensive 
network of pipelines and storage facilities, 
a monopoly over transportation optimizes 
efficiency and avoids duplication and the 
attendant cost increases that would result. 


In Ontario, gas must be sold under a Board- 
approved rate Order. Gas distributors are 
required by legislation to submit rate pro- 
posals to the Board for review and 
approval, which usually takes place on 
an annual basis. 


Rates vary among residential and all other 
customers and among classes of commer- 


cial and industrial customers. Rate setting — 


is not an exact science, but it does attempt 
to reflect the costs imposed on the system 
by the varying demands of different classes 
of customers. For example, the demand 
among residential consumers using natural 
gas as a heating and cooking fuel depends 
on the weather and the time of day. Ona 
per unit basis, it is more costly to provide 
service to residential users than to indus- 
try, which uses relatively large amounts 
of gas at a more consistent level. 


Setting rates involves striking a balance be- 
tween the prices to be paid by customers 
and a fair rate of return for shareholders. 


Rates are set for each utility following 
public hearings. In fixing rates for the 
future, the Board considers past, present 
and projected expenses as well as current 
and forecast economic conditions and 
trends, and the earnings expectations of 
those who provide the capital required to 
operate the utility. 


Union Gas compressor plant, Dawn, Ontario. 
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During rate hearings the OEB also consi- 
ders the quality of service provided to cu 
tomers, including matters such as safety 
and reliability, in order to ensure that 
service is commensurate with the rates 
charged. 


Interim Rate Adjustments 


Where significant changes in a utility's 
costs or revenues have occurred or will 
occur that will cause the financial integrit 
of a utility to be at risk, the Board may 
grant interim rate relief. This is usually 
done within the framework of a rates 
application and is subject to refund or 
other adjustment after the rates applicatioi 
has been completed. 


Pipeline Construction 


The Ontario Pipeline Co-ordination 
Committee (OPCC) is an interministerial 
committee concerned with the environ- 
mental impact of pipeline construction. 
Since 1980 the OPCC has reviewed over 
60 projects involving 1300 km of pipeline 
construction. Other system facilities, suct 
as consumers’ Gas Liquid natural gas plant 
are also reviewed by the OPCC. 


The OPCC is chaired by a staff person from 
the Ontario Energy Board and includes 
representatives from the Ministries of Agri 
culture and Food, Energy, Environment, 
Consumer and Commercial Relations, 
Natural Resources, Citizenship and Culture, 
Municipal Affairs, Housing, Transportation 
and Communications and other regional 
agencies as required, such as the Niagara 
Escarpment Commission. The natural gas 
utilities consult with these agencies in the 
early stages of their planning. 


‘The objective of the OPCC is to avoid any 
long-term negative impact on the environ- 
;ment and to minimize the short-term 
impact during construction. This is 
‘achieved through the review of project 
proposals, including route or site alterna- 
tives, and resolution of issues before formal 
application for leave to construct has been 
filed with the Board. 


Hi 


Certificates of Public 


These certificates give permission to con- 
struct gas works and to supply gas to 
_ municipalities. 


Aquatic environment testing. The Energy 
Board oversees the Ontario Pipeline 
Co-ordination Committee, which ensures that 
the environment is not threatened by natural 
gas installations. 


Convenience and Necessity 


Franchise Agreements 


Each municipality must authorize the 
supply of gas and the construction of dis- 
tribution works in the municipality 
through a by-law. Negotiations regarding 
terms and conditions are held between the 
utility company and the municipality 
involved. The terms and conditions of the 
franchise agreements reached must then 
be approved by the Board. 


Many of the existing agreements date back 
50 years or more, and most have expired 
and have been renegotiated. Where cir- 
cumstances have changed substantially 
since the time the original agreement was 
made, the renegotiation can be a lengthy 
and complex process. 


Natural Gas Storage Areas 


A vital link in the natural gas distribution 
system in Ontario is the availability of 
storage for gas in depleted gas wells in 
southwestern Ontario. These storage areas 
are used by transmitters and distributors 
to meet fluctuating demand and to draw 
on in case of emergency. 
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A natural gas storage wellhead. Storage of 


natural gas ts also regulated by the Ontario 


Energy Board. 


Gas is normally injected into storage 
during the summer months when demand 
is low, to be withdrawn in high consump- 
tion periods during the winter. This load 
balancing function makes it possible for 
the transmission system from western 
Canada to operate in a highly efficient 
manner. 


Gas may not be injected into any geolo- 
gical formation unless it is a designated gas 
storage area. The OEB approves a forma- 
tion for storage and authorizes the injec- 
tion, storage and removal of natural gas 
within such storage areas. 


Monitoring Performance 


In addition to the information filed in 
support of rate applications, the Board 
receives regular information from natural 
gas utilities regarding financial operations 
and performance. Where underearning or 
overearning occurs, the Energy Returns 
Officer, a staff member of the OEB, may 
conduct a special audit. The Board may, 
on its own motion, require a utility to 
appear before it to explain either excess 
earnings or underearnings. 
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Accounting Procedures 


Natural gas utilities must conform to a 
uniform system of accounts as prescribed 
by the OEB. Amendments to the system 
were initiated in fiscal 1986-87. No change 
in accounting practices may take place 
without the Board's approval. 


Changes in Ownership 


A utility wishing to sell its assets or 
amalgamate with another utility and any 
individual who wishes to acquire shares 
of a utility, such that the individual will 
hold more than 20 percent of any class of 
shares, requires the leave of the Lieuten- 
ant Governor in Council. The Board may 
recommend exemption from a hearing or 
may hold a hearing and submit its report 
and opinion to the Lieutenant Governor 
in Council. 
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Legislation 


In addition to the Onterto Energy Board 

Act, five other legislative acts give the OEB 

jurisdiction: 

@ the Municipal Franchises Act; 

e the Petroleum Resources Act: 

e the Public Utilities Act; 

° the Assessment Act; and 

¢ the 7oronto District Heating Corporation 
Act. 


The nature of public utilities changes in 
keeping with the changes in the economic 
and social environment in which they 
operate. As such, it is appropriate for the 
Board to review legislation relating to 
public utilities and, if necessary, propose 
amendments. 


Generic Hearings and References 


A generic hearing may be held on the 
Board's own initiative, in response to an 
emerging trend in the industry or to an 
area of growing interest or concern. It 
deals with a subject in a broader context 
than issue-specific hearings. 


An energy-related matter may also be 
referred to the Board by the Lieutenant 
Governor in Council, the Minister of Ene 
or the Minister of Natural Resources fo 
review at a public hearing. 


Recent examples of generic hearings at 
references include the T-rate/bypass o1 
contract carriage decision, the review o 
franchise agreements, system expansio 
and liquefied natural gas storage facilit 
proposed by Consumers’ Gas. These ca: 
are reviewed in detail later in this repot 


Ontario Hydro 


Ontario Hydro’s bulk power rates are s¢ 
by Hydro’s own board of directors. Hov 
ever, a Hydro rate proposal is referred t 
the OEB by the Minister of Energy, alor 
with full technical information and fina 
cial data, and a public hearing is held. T 
Board submits a report with recommen: 
dations to the Minister of Energy and 
to the Chairman of Ontario Hydro. The 
recommendations are not binding on 
Ontario Hydro or its board of directors, 
which has the repsonsibility for fixing fir 
rates. 


Laying plastic pipe for the transmission 
of natural gas. 


ACTIVITY REVIEW 


The following pages contain lists of ac- 
tivities carried out by the Board between 
April 1, 1986, and March 31, 1987, as well 

as reviews of selected cases. 


Cases may have three stages: hearing, 
Report or Reasons for Decision, and, where 
appropriate, Board Orders. 


Cases included in the following lists may 
have only proceeded through one stage of 
the hearing process; some cases bridge 
from one fiscal year to the next before a 
Decision or Report is issued, depending 
on the timing of hearings. 


CMP — Board Interim Orders 


File Number Originator/Applicant Matter 

EBRO 413 Union 243 applications including extensions and vary orders 
EBRO 415 Northern & Central/ICG 233 applications including vary orders 

EBRO 417 Consumers’ 342 applications including extensions and vary orders 
EBRO 426 Inter-City Gas 2 one application and one vary order 


T-rate Applications 


EBRO 410 


Consumers’ 


78 applications including extensions and vary orders 


EBRO 411 Northern & Central/ICG 4 applications including vary orders 

EBRO 412 Union 23 applications including extensions and vary orders 
Buy/Sell Arrangements 

EBRO 424 Union 27 applications including extensions and vary orders 
EBRO 432 Consumers’ 13 applications 


References from the Lieutenant Governor in Council 


EBRLG 28A Unicorp Rescind or vary EBRLG 28 Cost Order 

EBRLG 29 Lieutenant Governor in Council Reference Re: LNG 

EBRLG 30 Gulf Canada Acquisition of Consumers’ Gas Shares 

EBRLG 31 Inter-City Gas Transfer of Assets 

Reports to the Minister 

EBRM 82 Tecumseh Permit to Drill Kim— Col #51 Moore 18— VII 

EBRM 83 Union Permit to Drill Bickford, Terminus, Waubuno, Dawn, Payne 
EBRM 84 Petrosar Permit to Inject Moore 1-23-IX 

EBRM 85 Union Permit to Drill Bickford, Teminus, Dawn (47-49) 


Reference from the Minister of Energy Regarding Ontario Hydro 


HR 15 


Ontario Hydro 


Bulk Power Rates 


Uniform Accounting Orders 


UA 60 Union Exclusion of Surtax 

UA 61 Union Tools and Work Equipment Increase 
UA 62 Union Gas Costs 

UA 63 Consumers’ Gas Costs 

UA 64 ICG Gas Costs 

UA 65 Union Yankee International 

UA 66 Consumers’ Certain Gas Costs 
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File Number Originator/Applicant 


Matter 


Pipeline Exemptions 


PL 50 Union Exemption: Owen Sound Replacement 

PAL; yl ICG Exemption: Iron Bridge 60.3 Line 

JPL, 52 Union Exemption: Ingersoll 

ROS Union Exemption: Amherstburg Line Replacement 


Certificates of Public Convenience and Necessity 


EBC 139 Northern & Central Consumers’ Cert: Township of Oro 

EBC 171 Consumers’ Cert: Village of Chalk River 
EBC 172 Consumers’ Cert: Town of Deep River 

EBC 173 Consumers’ Cert: Townships of Rolph, Buchanan, McKay & Wylie 
EBC 174 ICG Cert: Town of Thessalon 

EBC 175 ICG Cert: Town of Bruce Mines 
EBC 176 ICG Cert: Township of Hagar 
EBCAW Northridge Petroleum Cert: All Ontario Municipalities 
EBC 178 Actor Cert: All Ontario Municipalities 
EBC 179 Brenda Marketing Cert: All Ontario Municipalities 
EBC 180 Consoligas Management Limited Cert: All Ontario Municipalities 


Franchise Approvals 


EBA 435 Northern & Central Franchise: Township of Oro 

EBA 472 OEB Rehearing of Lambton and Blenheim 

EBA 473A Consumers’ Extension: Town of Shelburne 

EBA 474A Consumers’ Extension: Town of Caledon 

EBA 475A Consumers’ Extension: Township of Innisfil 

EBA 476A Consumers’ Extension: Township of Amaranth 

EBA 477 Consumers’ Franchise: Township of Whitby 

EBA 477A Consumers’ Extension: Township of Whitby 

EBA 478 Consumers’ Franchise: Townships of Rolph, Buchanan, McKay & Wylie 
EBA 479 Consumers’ Franchise: Township of Mulmur 

EBA 479A Consumers’ Extension: Township of Mulmur 

EBA 480 ICG Franchise: Town of Thessalon 

EBA 481 ICG Franchise: Town of Bruce Mines 

EBA 482 ICG Franchise: Township of Plummer Additional 
EBA 483 ICG Franchise: Township of Johnson 

EBA 484 ICG Franchise: Town of Cobourg 


Pipeline Construction and Expropriations 


EBLO 214 Northern & Central 


Leave: North Bay -Sudbury Loop 


EBLO 215 Consumers’ 


Leave: NPS 36- Parkway Belt West 
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File Number Originator/Applicant Matter 
EBLO 216 Consumers’ Leave: Deep River & Chalk River 
| EBLO 220 ICG Leave: 4 North Shore Lines 
| EBLO 222 Union Leave: Toyota Transmission Pipeline 
| EBLO 215(1) Consumers’ Val Velzen (CANCELLED) 
| EBLO 215(2) Consumers’ Shypka (SETTLED) 


Natural Gas Rate Reviews and Interim Rate Reviews 


EBRO 392-6 Wellandport Interim: Liability Insurance Premium 
EBRO 392-7 Wellandport Request for extention of Interim Rates 
EBRO 404-2 ICG Interim Rates (Rio Algom, Denison Mines, Eldorado Nuclear) ; 
| EBRO 404-3 ICG Interim Rates (Rio Algom, Denison Mines, Eldorado Nuclear) : 
EBRO 405-2 Union Rates — 
EBRO 405-2A Consumers’ Vary EBRO 405-2 (DISCONTINUED) a 
EBRO 405-3 Union Rehearing of Rate to Petrosar 
EBRO 407-A NRG Rates 
EBRO 408 Northern & Central Rates 
EBRO 409 Kidd Creek Rates 
EBRO 410 Consumers’ T-Rates 
EBRO 411 Northern & Central T-Rates 
EBRO 412 Union T-Rates 
EBRO 414 Consumers’ Rates 
EBRO 414-1 Consumers’ Cost of Gas Reduction 
EBRO 416 NRG Rates 
EBRO 418 Union Rates 
EBRO 418-A Union Vary Petrosar Order in EBRO 418 
EBRO 418-B Union To Vary EBRO 418 Order 
EBRO 419 Consumers’ To Vary or Rescind EBRO 405-2 (DISCONTINUED) 
EBRO 420-1 Consumers’ CMP Rate TCPL — WGMIP 
EBRO 421-1 ICG WGMIP 
EBRO 422-1 Union WGMIP 
EBRO 423-1 Union Rates — Storage Contract with Gaz Metropolitan 
EBRO 425-1 Inter-City Gas WGMIP—Boise Cascade 
EBRO 427-1 Union Interim Storage Rate for Consumers’ Gas 
EBRO 428 Cue, Rate with Union 
EBRO 429 Union Cost of Gas Reduction 
_EBRO 430 ICG Rates 
EBRO 430-1 ICG Cost of Gas Reduction 
EBRO 430-1A ICG To Vary EBRO 430-1 Decision — Date Extension 
EBRO 431 Union Short Term Storage Agreement — Sulpetro 


File Number Originator/Applicant Matter 

EBRO 431-1 Union Interim Short-Term Storage Rates - Sulpetro 

EBRO 433-1 Union Interim Transportation Rates “Interruptible and Reasonable Efforts’ 
EBRO 435 Cyanamid Application for Special Rate 

Other Energy Board Orders 

EBO 123 Union Designation of Lands East of Bickford Place 

EBO 123A Magder To vary EBO 123 Report 

EBO 125 OEB Review of Franchises & Certificates 

EBO 129 Union Amendments to Storage Contracts — Kingston PUC 
EBO 130 Gaiswinkler To have Brett as Designated Manager of Gobles Pool 
EBO 131 Union Amendment Contract with Gaz Metropolitan 

EBO 132 Union Short Term Storage Agreement — Consumers’ 

EBO 133 Union Short Term Storage Agreement —Sulpetro 

EBO 134 OEB System Expansion Review 

EBO 135 Consumers’ Hillman Pool Unitization 


E.B.R.L.G. 29: 

Reference to Review Proposed 
Liquefied Natural Gas (LNG) 
Storage Facilities 


In April, 1985, Consumers’ Gas announced 
a plan to construct an LNG storage fa- 
cility in Haldimand Township to accom- 
modate peak gas demands. The facility 
was proposed as a peak shaving plant to 
handle the company’s peak temperature 
sensitive load by 1994. 


The LNG plant was to be built on a 180 
hectare site. The company proposed that 
the capacity of the storage tank would be 
92,000 m*° (liquid) and the process facili- 
ties would be capable of supplying 8,500 
10°m> (gas) for the seven peak days an- 
ticipated in 1994. The anticipated cost of 
the project was approximately $74 million. 


On October 15, 1985, Consumers’ applied 
to the Ontario Energy Board for leave to 
construct two pipelines to and from the 
proposed LNG facility. By Order-in-Council 
No. 327/86, dated January 30, 1986, the 
Board was required to hold a public hear- 
ing to examine certain aspects of the LNG 
facility. 
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The Order-in-Council required the OEB 
to examine: 


(a) the need for the Project; 


(b) the alternatives to the Project which 
will satisfy that need; 


(c) the safety considerations associated 
with the Project; 


(d) the advantages and disadvantages of 
the Project, the alternatives to the Pro- 
ject and the six candidate sites con- 
sidered by the applicant, taking into 
account the physical, social, economic, 
and natural environment, including the 
effects on air, land and water; and 


(e) the economic feasibility of the Project. 


Since Consumers’ proposal aroused the 
interest of many residents and landowners 
in the vicinity of the site selected in 
Haldimand Township, the Board chose to 
hold the hearing in Cobourg, about 15 
kilometers from the proposed site. 


The Board issued its Report to the Lieu- 
tenant Governor in Council on December 
12, 1986. The Report concluded that con- 
struction of the LNG facility, as proposed 
by Consumers’, was not in the public 
interest. 


The Board questioned the reliability of 
Consumers’ forecasts of customer deman 
since the applicant had consistently ove 
estimated peak day demand in the perio 
examined during the hearing. The Board 
concluded that the need for the facility 
had not been adequately established. 


Consumers’ evidence at the hearing de- 
monstrated that several alternatives to th 
LNG facility had been considered. The 
Board concluded that these alternatives 
were either too costly or would not meet 
Consumers’ perceived need. However, th 
Board found Consumers’ had not adequat 
ly explored demand management tech- 
niques as an alternative to constructing 
new facilities. 


During the hearing, Union Gas Limited 
presented two alternatives which involve 
developing additional underground storag 
and pipeline facilities in southwestern 
Ontario as a means of meeting Consumers 
forecast need. 


| 


| 
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‘The Board found that one of the Union 
‘proposals met Consumers’ perceived need 
and offered greater advantages to the 
Ontario public as a whole than did the 
LNG facility. The Board found Union’s pro- 
posal to be less costly in the long term 
‘and more flexible in that the project could 
be completed in stages and could econom- 
‘ically serve both peak day demand and 
demand over a longer period of time. It 
(was, therefore, a more viable and reliable 
‘alternative than the LNG facility. 


While recommending that the Lieutenant 
Governor in Council not approve the LNG 
facility, the Report discussed other issues 
including safety, environmental impact, 
‘site selection and pipeline construction. 
‘The Board indicated that these matters 
should be further explored if its recom- 
mendations were not followed and the 
LNG project were allowed to go ahead. 


Safety concerns had been raised by a 
‘number of participants during the hearing. 
Consumers’ demonstrated that the technol- 
ogy exists to permit the construction and 
operation of the proposed LNG facility at 
an acceptable level of safety. However, 
the Board stated in its report that if the 
project were to be carried out, Consumers’ 
should be required to ensure that proper 
safety features would be incorporated in 
its design and meticulous attention should 
be given to quality control to prevent any 
undue risk to the public. 


The design of the storage tank selected by 
Consumers’ was acceptable to the Board. 
However, the Board recommended that if 
the project proceeded, additional informa- 
tion regarding construction, operational 
safety, and inspection and evacuation pro- 
cedures would be required. 


E.B.R.L.G. 30: 
Gulf Canada Corporation 
Acquisition of Consumers’ Gas 


In April 1986, Gulf Canada Corporation 
acquired control of Hiram Walker Resources 
Ltd., and with it, 82.9 percent of the shares 
of The Consumers’ Gas Company Ltd. Gulf 
proposed to transfer this holding in Con- 
sumers’ to a new company and possibly 
to a second new company. Under section 
26 of the Ontario Energy Board Act, Gulf 
was required to seek the permission of 
the Lieutenant Governor in Council. This 
permission was sought through an appli- 
cation to the Board. 


The Board heard evidence on this matter 
during five hearing days from October 8 
to 17, 1986. The evidence given pertained 
to various aspects of the public interest 
that could be affected by the proposed 
transaction, 


The Board’s report was submitted to the 
Lieutenant Governor in Council on 
November 17, 1986. It recommended that 
the proposed transfers be approved, subject 
to certain conditions. The major condi- 
tions, or undertakings, pertained to the 
independence of Consumers’, affiliated and 
related party transactions and the main- 
tenance of Consumers’ financial integrity. 
The Board feels that these undertakings 
adequately protect the public interest. 


ED O16: 
Application to Serve 


_ Deep River and Chalk River 


Consumers’ applied to the Board on April 
14, 1986, for leave to construct gate 
stations and pipelines to supply the Village 
of Chalk River, the Town of Deep River 
and the Township of Rolph, Buchanan, 
Wylie and McKay, in the County of Ren- 
frew. The hearing was held in Toronto on 
August 20, 1986. 


In its Reasons for Decision dated September 
5, 1986, the Board indicated that the public 
interest had not been fully addressed by 
the evidence and that the project did not 
pass Consumers’ economic feasibility test. 
While the Board rejected Consumers’ appli- 
cation, it noted that certain matters re- 
garding system expansion, including the 
economic feasibility tests used by the local 
distribution companies, should be exam- 
ined in a special hearing. 


The Board further noted that important 
issues Concerning system expansion to 
smaller communities should be considered 
and that that these could best be addressed 
outside a specific application and that the 
Board would call a special hearing for this 
purpose in early 1987. The recoramen- 
dations from the special hearing were 
expected to help determine whether new 
guidelines should be developed by the 
Board for “leave to construct” applications. 


On January 9, 1987, the OEB issued Notice 
of a “Review by the Ontario Energy Board 
of the Expansion of the Natural Gas 
System in Ontario”, under Board File E.B.O. 
134. The procedure set out in the notice 
was designed to obtain input to the Board's 
review through written submissions in 
response to a paper developed by Board 
staff. Submissions were received from all 
major utilities and a two-day technical 
conference was held in April, 1987, to 
discuss the submissions. The Report will 
be reviewed in next year’s annual report. 
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EBRO 403 EBRO 414 EBRO 414 
Previous Board Decision Final Consumers’ Submission Board Decision Oct. 1/86 


Test Year ending September 30 


1986 1987 1987 

Rate Base ($000's) 1,284,200 1,304,100 1,505,400 
Utility Income ($000’s) 159,700 156,600 158,800 
Indicated Rate of Return on Rate Base 12.44% 12.01% 12.16% 
Cost of Capital 

Long term Debt 11.98% 12.00% 12.07% 

Unfunded Debt 10.00% 10.13% 9.30% 

Preference Shares 11.27% 11.26% 11.26% 

Common Equity 15.00% 15.00% 14.00% 
Allowed/Requested Return on Rate Base 12.59% 12.97% 12.58% 
Gross Revenue Deficiency ($000’s) 4,200 26,400 11,500 


E.B.R.O. 414: 
The Consumers’ Gas 


Company Ltd. 


Consumers’ is Canada’s largest natural gas 
distribution utility, serving about 850,000 
residential, commercial and industrial cus- 
tomers in south, central and eastern 
Ontario, western Quebec and northern New 
York state. Consumers’ annual gas deliver- 
ies in Ontario are approximately 9.0 10°m:, 


By application dated March 12, 1986, 
Consumers’ requested rate increases for 
all customers effective October 1, 1986, in 
order to recover a projected $37.9 million 
gross revenue deficiency for its 1987 test 
year. The hearing began on June 5, 1986, 
and lasted seventeen days. The Board 
issued its decision on October 1, 1986. 
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During the course of the hearing, a number 


of modifications were made by Consumers’ 
to its original submission, resulting in 
reductions to the claimed revenue defi- 
ciency. The following table shows the key 
financial elements of Consumers’ final 
submission and the Board's decision. Data 
from the previous Board decision, which 
was for Consumers’ 1986 test year, is 
shown for comparison. 


E.B.O. 125: 
Municipal Franchise Agreements 


On May 21, 1986, the Ontario Energy 
Board issued a Report on Municipal Fran- 
chise Agreements for gas distribution 
based on a hearing held in November and 
December of 1985. The hearing had been 
called by the Board because of a growing 
conviction that municipal franchise agree- 
ments, many of which originated 30 years 
ago or more, needed to be reviewed by all 
parties involved—municipalities, gas dis- 
tributors, gas consumers and the Board 
itself. 


Municipal franchise agreements generally 
consist of two elements: 


(1) the rights granted to the gas utility by 
the municipality to supply gas to the 
inhabitants and to use the municipal roa 
allowances to install a pipeline system; 
and 


(2) the responsibility of the gas utility to 
comply with municipal requirements in 
return for the right to occupy the roadway. 
While most franchise agreements origin- 
ated in the years following 1957, when 
natural gas from western Canada was 
brought to Ontario, some agreements, 
particularly in southwestern Ontario (the 
franchise area held by Union Gas) date 
from the early 1900s. 


As the Board report emphasized at the 
outset, “the most valuable consequence 
of the hearing... was the process of mutua 
education and understanding between the 
participants that developed. ..in the course 
of discussion of a number of major issues.’ 
The report encouraged these discussions 
to continue and urged all municipalities 
which have not already done so to create 
Utilities Co-ordinating Committees. 


\ major proposal of the report was the 
‘reation of a multi-party working com- 
nittee, the Municipal Franchise Agreement 
MFA) Committee, comprising four munici- 
yal representatives designated by the 
Association of Municipalities of Ontario, 
‘our representatives designated by the 
Dntario Natural Gas Association, including 
representatives from each of the three 
major gas utilities, and Board staff. 

The sharing of costs of gas line relocations 
was a major issue at the hearing. The 
report noted that although actual costs to 
municipalities and utilities are not exces- 
sively high, the sharing of these costs is 
the cause of many disputes. There is a 
wide range of cost-sharing practices in use 
in Ontario, but the report does not recom- 
mend any of the existing formulae and 
does not approve of widespread reliance 
on the Public Service Works on High- 
ways Act. The Board said it expects the 
MFA Committee to establish a new model 
formula which would eliminate the dis- 
tinction between the cost of labour and 
other costs and identify an appropriate 
percentage range for the municipal share 
of total relocation costs. 


Both municipalities and utilities would like 
to move towards greater province-wide 
standardization in municipal franchise 
agreements. However, there must be room 
for negotiation between parties, and suf- 
ficient flexibility to accommodate local 
conditions and circumstances. The major 
task of the MFA Committee is to draft a 
model agreement to which parties and the 
OEB can refer as new agreements and 
renewals come before the Board for ap- 
proval. At year end, the MFA Committee 
was making significant progress. A report 
to the Board is expected in the new fiscal 
year. 


E.B.R.O. 410, 411, 412: 
Contract Carriage Rates (T-Rates) 


Following its Interim Decision of April 4, 
1986, the Board, in July, 1986, called 
hearings on its own motions to examine 
contract carriage arrangements for Con- 
sumers’, Union and ICG (formerly Northern 
and Central). The hearings were combined 
so that elements common to all three 
distributors could be considered. 


The hearing took place between September 
and December of 1986. 


During the hearing the Board heard evi- 
dence on the following major issues: by- 
pass; brokers; unbundled rates; distance- 
based, postage stamp or value of service 
rates; group billing and multiple location 
billing; demand charges; T-rate criteria; 
diversions; security of supply; storage; 
variation accounts; separation of trans- 
portation services and marketing activities; 
affiliate transactions; and jurisdictional 
matters. 


Aluminum billet furnace, Chatham, Ontario 
(Daymond, A Division of Redpath Industries 
Ltd.). Natural gas is a source of energy for 
industries across Ontario. 


The bypass issue was heard first, and 
because of its significance and jurisdic 
tional implications, separate Reasons for 
Decision were issued on Decembe 
The Board found “...that the Province of 
Ontario and this Board, as its delegate, 
las jurisdiction over bypass within 
Ontario...it is important to remove any 
uncertainty with respect to its jurisdiction 
and (the Board) will therefore state a case 
to the Divisional Court of the Supren 
Court of Ontario.” : 


12, 1986 


The Divisional Court 
1eard this matter on March 17 and 18, 
1987, rendering an oral decision confirming 
hat the Board has jurisdiction 


The Board also stated that “a general 
policy opposing bypass is not in the 
interest. The Board will consider each 
application for bypass on the basis of its 
individual merits.” 


Reasons for Decision on the remaining 
issues were issued on March 23, 1986. 
For the purposes of that Decision, the 
Board defined the core market as those 
volumes that are sold by the local dis- 
tributing companies (LDCs), excluding buy- 
sell volumes. It also stated that anyone 
who wished to buy direct could do so. 


The Board found that the supply of gas 
should be protected by the LDC, which 
should make any contractual arrange- 
ments necessary to ensure that gas will 
be available. It further stated that the 
responsibility for security of supply to the 
non-core market rests with the direct pur- 
chasers themselves. 


In order to encourage market-responsive 
prices for natural gas, the Board found 
that at least three conditions should be 
met: 


¢ All natural gas consumers must be free 
to choose their supplier of natural gas: 


¢ Transportation service on TCPL's (Trans- 
Canada PipeLines) and the LDCs’ systems 
must be provided to all gas consumers on 
equal terms; and 


¢ Buyers must have access to sufficient 
information concerning market prices for 
gas. 


20 


The Board also found that brokers could 
assist in developing a competitive gas 
supply market in Ontario, provided they 
observe provincial legal requirements and 
that unbundled services are a necessary 
part of the movement toward a more 
competitive commodity market for natural 
gas. The Board directed the utilities to 
segregate the cost of gas from the cost of 
transportation and develop cost studies 
for transportation, storage, load-balancing 
and best efforts back-stopping services. 


With respect to rate types, the Board found 
that postage stamp rates are appropriate 
but that the flexibility needed to compete 
with a credible bypass application may be 
provided through the recognition of value 
of service criteria or distance factors. The 
Board also found that groups should be 
permitted to be formed for the purpose of 
improving gas purchasing power. As well, 
the Board found that minimum volumes 
are not required for T-service. 


The Board found that sales customers who 
change to T-service should be allowed to 
retain their existing storage entitlement. 
Unused storage would be available on a 
first come, first served basis. 


To facilitate equal access to T-service, the 
Board found that the separation of mar- 
keting and transportation functions was 
necessary, as this would improve the com- 
petitive environment by ensuring that 
LDCs market gas on equal terms with 
brokers and producers. The separation 
would eventually entail separate corporate 
entities, 


The Board reiterated its position that i 
has the power to compel an LDC to pro 
services to any qualifying customer, not 
that this is a natural part of the Board’ 
jurisdiction as a regulator of gas monopo 


The Board outlined three mechanism: 
which the legislation currently requires 
to control the operation of brokers in 
Ontario: through approval of a municit 
by-law, or franchise; a certificate of pul 
convenience and necessity issued by th 
Board; and an order approving or fixin, 
just and reasonable rates and other char 
for the sale of gas (gas cannot be sold i 
Ontario without such an order from the 
Board). 


The Board also stated that it planned tc 
review, consolidate and clarify all legis- 
lation affecting natural gas regulation a 
recommend amendments to reflect chang 
in the gas industry in the 25 years sincé 
the legislation was introduced. 


The Board ordered the utilities to file ne 
rate proposals during the summer of 19: 
so that final implementation of contract 
carriage rates could take place in the fal 
of 1987. The Board also expressed its 
intention to issue a separate Decision 
regarding the licencing and operation of 
four brokers who have each filed for a 
certificate for public convenience and 
necessity covering all of Ontario. That 
Decision will be discussed in next year's 
annual report of the Board. 


).B.R.O. 430: 
CG Utilities (Ontario) Ltd (ICG) 


CG (formerly Northern and Central Gas 
orporation Limited) serves approximately 
20 communities in northwestern, northern 
ind eastern Ontario. It operates a natural 
‘as distribution system consisting of some 
600 kilometres of pipeline originating at 
nore than 80 delivery points on the TCPL 
ransmission system. Essentially, the ICG 
ystem is a series of laterals off the TCPL 
ipeline as it crosses Ontario, starting at 
enora and extending to the shores of 
ake Ontario and the St. Lawrence River. 


By application dated October 6, 1986, ICG 
requested approval to increase rates and 
other charges effective January 1, 1987. 
Although ICG provided some of its prefiled 
evidence with its application, complete 
evidence was not filed until January, 1987. 
Consequently a decision could not be 
issued until later in 1987. ICG requested 
interim relief, subject to refund, in order 
to recover costs and expenses and to earn 
a rate of return on common equity of 14.75 
percent. The hearing into the main rate 
application commenced on January 26, 
1987, and concluded on February 20, 1987. 


On March 10, 1987, the Board issued notice 
that the hearing into ICG’s main rate 
application would be reopened to examine 
the operational aspects of transportation 
arrangements between ICG and certain 
end-users, as well as to evaluate ICG’s 
efforts in obtaining regulatory complianc 
and approval. 


After denying a motion that the Board 
should not reopen the hearing, the date 
was set for April 1, 1987. Details of th 
hearing as well as the Board’s Decision in 
the main case will be included it 

year’s annual report. 


ntario’s steel industry ts a heavy user 
Fratural gas. 


E.B.R.O. 405: 
Union Gas Rate Proposal 


Union Gas Limited is the second largest 
gas distributor in Ontario, serving ap- 
proximately 518,000 customers in south- 
western Ontario. Union also operates a 
network of pipeline, storage and compres- 
sion facilities to provide service to 
customers and other utilities in eastern 
Ontario and Quebec. 


The hearing into Union’s application for a 
rate increase for fiscal 1987 was held 
under Board file E.B.R.O. 405-2 during 
November and December of 1985 and 
January of 1986. The Board issued a 
Decision on April 3, 1986, with Reasons 
following on May 5. 


Previous Decision Oct. 28/85 


The Board found the use of a test year 
ending March 31, 1987, to be appropriate 
and determined that: 


¢ In view of the recent renegotiation of 
the SNG contract with Petrosar Limited it 
was inappropriate to deal with Premium 
Account 4 in the proceeding; 


¢ Union's utility rate base, net of 
accumulated deferred income taxes, was 
$888,068,000; 


e A reasonable rate of return on such a 
rate base is 12.58%: 


¢ Union's revenue deficiency was 
$4,357,000; 


¢ Union's proposals for rate changes for 
storage and transportation customers were 
acceptable. 


EBRO 405-1 


EBRO 405-2 
Final Union Submission 


Union's evidence showed that the incr 
revenue from storage and transportat 
customers would exceed the found rev 
deficiency. Union was directed to rete 
existing rate schedules for all custom 
and to record the difference between ‘ 
found revenue deficiency and the incre 
revenue from storage and transportat 
customers. The Board issued a furthe 
order in June 1986 which incorporate 
revisions in Union’s rate schedules an 
structure. 


EBRO 405-2 
New Board Decisic 


Test Year Ending March 31 


1986 1987 1987 
Rate Base ($000's) 880,392 895,096 888,086 
Utility Income ($000’s) 115,278 90,195 109,690 
Indicated Rate of Return on Rate Base 13.09% 10.08% 12.35% 
Cost of Capital 
Long-term Debt 12.01% 12.51% 12.51% 
Short-term Debt 10.50% 8.80% 8.80% 
Preference Shares 10.05% 10.18% 10.18% 
Common Equity 15.60% 16.00% 14.75% 
Allowed Rate of Return on Rate Base 12.75% 13.05% 12.58% 
Revenue Deficiency ($000’s) O21" 56,706 4 oor 


“After adjustment for amortization of Petrosar Premium Account 3 
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E.B.R.O. 418: 
Union Gas — Application 


to Vary Rates Order 


n April of 1986, Union requested an order 
varying the Board Order E.B.R.O. 405-2 
see above). Union also requested an order 
approving or fixing rates to recover the 
yalance in Synthetic Natural Gas (SNG) 
etrosar Premium Account 4. This account 
consisted of the excess costs over the 
raditional sources of supply arising from 
1 contract Union entered into with Petro- 
sar to obtain a secure supply of gas. The 
SNG is more costly than traditional sources 
of supply. 


Jnion requested other relevant accounting 
rders to record continuing premium cost 
of the SNG premium, considerably reduced 
is a result of the 1986 agreement between 
Jnion and Petrosar. The hearing was held 
trom May 12 to May 16, 1986. 


[he Board considered Union's attempt to 
ower the SNG premium, through an agree- 
nent with Transcontinental Pipeline 
Sorporation to export SNG at the official 
yas export price, along with the 1986 
igreement with Petrosar, to be insufficient 
ustification for the total recovery of 
Premium Account 4 through rates. How- 
sver, the Board found that the remaining 
yalance, after the deduction of the Transco 
settlement and various Energy Exchange 
Agreement amounts, should be amortized 
0 future costs according to a specific 
Amortization schedule. 


In previous cases, the Board evaluated 
Union's efforts to mitigate Petrosar pre- 
mium costs in deciding the extent of cost 
recovery. The Board continued to observe 
these same principles when assessing SNG 
premium costs accumulated before the 
1986 agreement. 


The Board recognized that the Transco 
settlement and the proposed 1986 agree- 
ment were efforts to mitigate costs. Never- 
theless, the Board found that it would 
continue to require efforts to lower the 
SNG premium over and above the con- 
tractual discount before finding an amount 
to be recovered through rates. The Board 
found that 75 percent of the premium net 
of the discount should be apportioned to 
the customers, and 25 percent to the 
shareholders. 


The Board made no finding as to future 
premiums, since there was no contract at 
that time and no indication that there 
would be an agreement between the 
parties. 


E.B.R.O. 418A: 
Union Gas — Recovery 
of SNG Costs 


In August, 1986, Union Gas applied to vary 
Ontario Energy Board Order E.B.R.O. 418 
to include a provision for recovery of the 
ongoing costs of the SNG premium through 
prospective rates. These costs resulted 
from the renegotiated 1986 agreement 
between Union and Petrosar. 


The Board upheld its findings from E.B.R.O. 
418 noting that principles regarding 
sharing, mitigation and the incentive to 
mitigate still apply, and that the move to 
collection and institution of variation 
accounts did not change these principles. 
The Board did find that 25 percent of 
the balance accumulated in SNG Premium 
Account 5 should be transferred and 
recorded in a designated SNG Premium 
Deferral Account. The remaining 75 per- 
cent of the SNG premium cost incurred by 
Union would be accumulated in SNG Pre- 
mium Account 5. 


The Board also found that net revenues 
received by or credited to Union in miti- 
gation of SNG premium costs should be 
credited equally to the SNG Premium 
Account 5 and the SNG Premium Deferral 
Account. The balance in the SNG Premium 
Account 5 would be amortized to Union's 
cost of gas and recovered in Union's rates 
during the balance of Union's 1987 fiscal 
year and in each fiscal year thereafter. 
This charge would increase Union’s rates. 


The Board also gave Union the opportunity 
to apply for recovery of the balance in 
the SNG Premium Deferral Account at the 
end of each fiscal year, or, alternatively, 
to write off the balance at the end of each 
fiscal year. 
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E.B.R.O. 414-1, 429, 430-1: 
Gas Cost Reductions 


In the fall of 1986, the three major utilities, 
Consumers’ Gas, Union Gas and ICG, ap- 
plied to the Board for orders to reflect 
reductions in their cost of gas in a lowering 
of rates. The reductions resulted from a 
Memorandum of Agreement between each 
company and TransCanada PipeLines 
Limited or Western Gas Marketing Limited 
(the marketing arm of TCPL). These memo- 
randa in turn were the outcome of the 
October 1985 Agreement on Natural Gas 
Markets and Prices, which provided for 
negotiation of prices of all gas moving 
interprovincially beginning November 1, 
1986. 


The memorandum each company had 
signed provided for a 20¢ per gigajoule 
reduction in the cost of all contract gas 
purchased from TCPL from September 
1986 to October 1987. It also called for 
additional price discounts to be passed on 
to certain of each company’s industrial and 
commercial customers. Proposals made by 
the utilities set discounts that meant the 
Board would no longer fix rates for large 
volume customers. The final cost of gas 
to large volume end-users would no longer 
be at rates approved by the Board but 
would be at the discretion of the utility 
for most customers, and the utility together 
with TCPL/WGML for very large customers. 


The Board was concerned about approving 
rates that would: 


* be set on the basis of criteria to which 
it Was not party; 


* require it to effectively abandon parts 
of its jurisdiction; 

* possibly lead to undue discrimination: 

and/or 


* be based on an agreement with a life- 
span of two years, which might prove to 
be too long. 
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The Board concluded that it would be in 
the interest of all concerned if there is 
sufficient time for the applicants to re- 
negotiate the contracts with TCPL/WGML 
in such a way that the Board could exer- 
cise its jurisdiction according to the law. 


The Board accepted the costs flowing from 
each company’s Memorandum of Agree- 
ment until April 30, 1987 (later extended 
to October 31, 1987), in order to permit 
time for renegotiation and allow proposed 
criteria to be put in place and assessed. 
However, the Board pointed out that the 
renegotiation might not take twelve 
months and recommended that it proceed 
as quickly as possible, 


Additional findings of a minor nature 
related to the different utilities were in- 
cluded in the Decision issued for each 
company. 


H.R. 15: 
Ontario Hydro Rate Proposal 


Ontario Hydro’s proposal to change its 
rates effective January 1, 1987, was referred 
to the Board by the Minister of Energy on 
April 15, 1986. 


The hearing commenced on June 2 and 
concluded on June 27, 1986. The Board 
reported to the Minister of Energy on 
August 28, 1986. 


Hydro originally proposed an average rate 
increase for all customers of 4.9 percent. 
The increase was based on a gross revenue 
requirement of $5,233 million for 1987, an 
increase of $344 million over the primary 
revenue expected in 1986. 


Increased sales volumes were expected to 
recover $117 million, leaving $227 million 
to be recovered through the rate increase. 
The proposed revenue requirement in- 
cluded a provision for net income of $294 
million. 


In its Report to the Minister, the Board 
recommended an average all-customer 1 
increase of 5.9 percent to meet a gross 
revenue requirement of $5,228 million, ’ 
Board included a net income provision 
$400 million. The Board outlined six me 
concerns underlying its conclusions an 
recommendations as set out in the Rep 


1. Hydro should set annual rates on th 
basis of realistic forecasts of its costs, i 
accordance with its mandate to provide 
power at cost for Ontario. Those costs 
should be reflected in Hydro’s Corporat 
Budget. Hydro should not announce ac 
ceptance of this Board’s recommendatic 
regarding the components of its revenu 
requirement unless it intends to reflect 
those recommendations in its Corporate 
Budget. 


2. Hydro must make a major effort to 
reduce its controllable costs, particularly 
those relating to Operations, Maintenan 
and Administration. 


5. Net income must be increased and 
should be recognized by Hydro as a legi 
imate cost of service in its rate setting. 


4. The moratorium on rate design change 
agreed upon by the relevant parties shoul 
be brought to an end. 


9. Conservation, defined as making the 
most efficient use of electricity, should 
now be given priority by Hydro in its 
marketing and system planning. 


6. Conservative accounting principles 
should be observed by Hydro in its rate 
setting and budgeting. Current costs shoul 
be covered by current rates, not deferred 
in the expectation of future easing of cost 


Determination of Revenue Deficiency and Average All Customer Rate Increase 
for the Year Ending December 31, 1987 ($ millions) 


Original Submission Updated Forecast Board Recommendation 
‘Primary Sales 4.873 4,773 4.773 
Revenue Requirement DIZOO 5,007 5,056 
Revenue Deficiency (360) (234) (283) 
“Average All Customer Rate Increase 4.9% SOSH. 5.9% 


Pro-Forma Income Statement 
for the Year Ending December 31, 1987 ($ millions) 


Original Submission Updated Forecast Board Recommendation 
Gross Revenue Requirement D209 5,179 5,288 
Deduct—Secondary Sales 360 172 172 
Net Revenue Requirement 4,873 5,007 5,056 
Operation, Maintenance and Administration 1,120 1,070 OST 
Fuel and Fuel-Related 1,090 1,114 1,104 
Depreciation 762 TS 747 
Interest and Foreign Exchange 1,966 1,945 1,940 
Net Income TOE UMS, 400 


Hydro lines stretch across the sky as the sun 
sets in Mississauga. 
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In 1985, a generic hearing was held to 
review the matter of cost awards to par- 


ticipants in Ontario Energy Board hearings. 


At issue was the need to encourage broad 
Participation in hearings and to assist 
participants in providing high quality 
input. 


The Board decided on a procedure for 
determining cost awards involving a panel 
to hear applications from intervenors. 
During the year in review, the Board 
awarded costs to the following parties: 


E.B.R.O. 409 
e Kidd Creek Mines Ltd. 


E.B.R.O. 402-2 

O CAEIL, thine: 

¢ City of Kitchener 

¢ Industrial Gas Users Association (IGUA) 

¢ The Association of Physical Plant 
Administrators of certain Named Uni- 
versities (The Universities) 


E.B.R.O. 408 
¢ IGUA 


E.B.O. 123 

e B. Magder Enterprises, Dawn Petroleum 
Company, Ms. Louise Marguerite Reid, 
Mr. Stanley Yaki, Mr. Ross Font 


E.B.R.O. 418 
OSE, NG, 

* City of Kitchener 
¢ IGUA 


E.B.R.O. 414 

Heating, Refrigerating and Air Condi- 
tioning Institute of Canada (Toronto 
Chapter) 

© IGUA 


E.B.R.O. 418A 

O CARL, Wine. 

® City of Kitchener 
@ IGUA 

¢ The Universities 


E.B.R.L.G. 29, E.B.L.O. 207, EBC 170 

¢ Mrs. Lynda Forbes 

¢ The Concerned Citizens of Haldimand 
Township 


E.B.R.O. 429 
O Cala, JUNE, 
¢ IGUA 


H.R. 15 

¢ Energy Probe 

¢ Association of Major Power Consumer 
of Ontario 

¢ Mr. Arnold Earl 

¢ Municipal Electric Association 
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‘he Board's mandate is to regulate natural 
as companies, advise the government and 
rotect the public interest with regard to 
ne pricing and distribution of natural gas 
nd electricity. This is done primarily 
hrough public hearings. By providing a 
drum for the participation of all interested 
iarties, a hearing ensures that the Board 
vill render informed decisions which con- 
ider a wide variety of views and interests. 


‘he hearing process consists of the 
ollowing steps: 


1. Initiation 


‘he process begins: 
a) upon the receipt of an application; 


b) upon receipt of a reference from 
the Lieutenant Governor in Council 
or from the Minister of Energy or 
the Minister of Natural Resources; 


c) upon direction from the Board that 
it will initiate proceedings to con- 
sider a matter under its jurisdiction. 


he Board conducts public hearings to get 
he widest possible input from groups and 
rdividuals affected by its decisions. 


2s 
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[HE PUBLIC HEARING PROCESS 


Notice of Application 4. Notice of Hearing 


The Board directs the applicant to 
serve notice of the application or 
itself serves notice on all affected 
parties and interested public groups. 


The Board determines the scope and 
probable length of the hearing and 

directs the applicant to serve notice 
of the time and place of the hearing 


on all parties who have intervened. 
For a major rate case, a natural gas 


utility will 
a) publish announcements of its appli- 


5. Pre-Hearing Documentation 
cation in regional daily newspapers; 


a) Applications to construct pipelines 
are reviewed by the Ontario Pipe- 
line Coordination Committee 
(OPCC— see page 10) which exam- 
ines environmental implications. 


b) personally serve notice on muni- 
cipal clerks in the utility's service 
area; and 


c) notify others as directed by the 


Board. The OPCC sets out steps a utility 
must take before its application 
will be heard by the Board. Route 

Interventions selection and environmental 


impact studies are among the 
normal requirements of pre-filed 
evidence. 


Interested parties may ensure their 
eligibility to participate in the hearing 
by filing an intervention with an 
explanation of their reasons for 
intervening. 


b) Evidence in support of an appli- 
cation is filed with the Board up 
to two or three months before the 
hearing. 

c) Board staff and intervening parties 
may seek additional information 
by way of written interrogatories. 

d) Utilities answer interrogatories 
concerning pre-filed evidence be- 
fore the hearing commences. 


Zi 


6. “First Day” Proceedings 


7. The Hearing 


Before the hearing of evidence com- 
mences, the Board panel may review 
with interested parties procedural 
matters, technical issues, and the 
general approach to the hearing. This 
gives everyone an opportunity to 
become familiar with the application 
and to identify all the issues they 
wish to address in the hearing. 


The Board ensures that sufficient 
evidence to make an informed deci- 
sion is presented, tested and put on 
the record. The applicant usually 
testifies first through written evidence 
and witnesses. Intervenors and 
Special Counsel to Board staff then 
question these witnesses and may 
offer witnesses of their own. These 
witnesses may be cross-examined 
by the applicant. 


Intervenors at an Ontario Energy Board 
Hearing, Toronto, 
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When all the evidence has been given, 
each party has the opportunity to 
offer a summation in the form of 
written or oral argument, as directed 
by the Board. 


The pre-filed evidence, transcripts of 
the hearing, and arguments are a 
matter of public record and are avail- 
able at the Board office in Toronto. 


Board Decision 


The Board summarizes its findings in 
a “Report” or a document called 
“Reasons for Decision” or “Decision 
with Reasons,” either of which dis- 
cusses all the issues and arguments 
raised in the hearing and indicates 
the Board's findings. Depending on 
the complexity of the case, this pub- 
lication will appear a few weeks or 
months after a hearing. Copies of 
these documents are available from 
the Ontario Government Bookstore, 
880 Bay Street, Toronto, upon the 
payment of modest prescribed fees. 
Parties to the hearing receive copies 
from the Board when the Decision is 
issued. 


9. Board Order or 
Recommendation 


A Board Order is a legal docume: 
directing the implementation of 
Board decision. It is binding on t 
parties named. Board Recommen 
tions are included in Board Repo 
to the appropriate Minister or tk 
Lieutenant Governor in Council v 
may or may not implement them 


10. Review and Appeal 


A Decision or Order of the Board 1 
be appealed by: 


a) applying to the Board requestit 
that it rescind or vary its Orde 


b) petitioning the Lieutenant 
Governor in Council requesting | 
a Board Order or Decision be cc 
firmed, varied, rescinded or 
reheard; 


Cc) appealing an Order to the Divi- 
sional Court upon a question of 
law or jurisdiction; 


d) applying to the Divisional Cour 
for judicial review or a Board 
decision. 
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30ARD ORGANIZATION 


Location Copies of Board Decisions and Reports 
may be purchased by the public from the 
Ontario Government Bookstore, 880 Bay 
Street, Toronto. 


The Ontario Energy Board offices, includ- 
ing hearing rooms and a reference library, 
are located in downtown Toronto at 14 
Carlton Street. 


Board Members and Staff 


Library The Chairman and Board members are 
appointed by the Lieutenant Governor in 
Council. The present Chairman was ap- 
pointed in 1984 for a five year term. Board 
members are appointed for one to three 
year terms. Members bring a range of 
experience to the Board with backgrounds 
in law, engineering, economics, accounting 
and finance, or direct energy industry 
experience. 


The Board's Reference Library is open to 
the public by appointment. It carries 
periodicals and other current information 
on regulation and the natural gas industry. 
Previous Board cases are available on 
microfilm at the Board offices, and anyone 
wishing to research previous decisions 
may have access by appointment. 


There were 36 full time staff in fiscal 
Public Inquiries 1986-87, including Technical and Adminis- 
trative Support staff with special or tech 
nical knowledge of matters related to 
Board hearings. Legal counsel and outside 
consultants may be engaged to conduct 
proceedings, advise or testify. 


General inquiries concerning procedural 
matters on applications before the Board 
are handled by the Board Secretary. Inter- 
venors may also seek advice from members 
of the technical staff when preparing to 
participate in the hearing process. 
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ORGANIZATION STRUCTURE 


as at March 31, 1987 
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Appendix IV: 


GLOSSARY OF TERMS 


Argument: 


Board Order: 


Board Recommendation: 


Bulk Power Rates: 


Buy/Sell Agreement: 


CMP: 


Commodity Charge: 


Contract Carriage: 


Demand Charge: 


Designated Gas Storage Area: 


Direct Sales: 


Gigajoule: 


Interrogatories: 


Intervention: 


The final step in a hearing, during which participants summarize their positions on 
various matters of concern based on the evidence adduced. 


A legal document directing the implementation of a Board decision. An order is binding 
on the indicated parties. 


Usually contained in a Board Report to a Minister or to the Lieutenant Governor in 
Council on Ontario Hydro or some other energy-related matter. Such recommendations 
are not binding. 


Wholesale electricity rates to municipalities and certain industrial customers of Ontario 
Hydro having an average annual power demand of 5,000 kilowatts or more. 


Arrangement whereby an end-user purchases gas from a producer and then sells it to 
the local distribution utility who comingles that gas with other supplies. The end-user 
then buys gas from the local utility in the usual manner. The difference between the 
price paid to the producer and the price received from the local utility minus any 
transportation costs accrues to the end-user. 


Competitive Marketing Program: a discount program offered by producers selling system 
gas to meet competitive situations by allowing the end-user/distribution utility to 
negotiate a reduced price that is then passed from the producers through TransCanada 
and the local utility to the end-user. 


The variable component of pipeline transportation tolls or gas sales rates designed to 
recover variable costs of providing service. 


Transportation service provided for the transport of gas not owned by the transporting 
pipeline company. See also T-SERVICE. 


The fixed component of pipeline transportation tolls or gas sales rates designed to 
recover fixed costs of providing service. 


A land area containing geological formations into which the Board may authorize a 
person to inject, store and remove gas. Injection of gas for storage into any geological 
formation outside of a designated gas storage area is prohibited under Section 20 of 
the Ontario Energy Board Act. 


Natural gas supply purchase arrangements transacted between producers and end- 
users at negotiated prices for which pipeline transportation arrangements must then be 
negotiated separately with TransCanada and the local distribution utility. 


A measure of energy content in fuel, a typical residential consumer of natural gas 
might use about 130 gigajoule (GJ) per year for household heating. (One G] = 
approximately .95 Mcf of natural gas.) 


Written requests for the supply of additional information or clarification of information 
already received. 


Notice of intent to participate in hearings, stating the interest in the proceeding. The 
person or group is called an intervenor. 
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Rate Base: 


Rate of Return on Common Equity: 


Rate of Return on Rate Base: 


Revenue Requirement: 


Test Year: 


T-Service: 


The amount that a utility has invested in assets that are used and useful in providing 
service minus accumulated depreciation plus an allowance for working capital and an 
other items which the Board may determine. Rate base may also be net of accumulate 
deferred income taxes. 


Utility income, after tax, expressed as a percentage of the amount of common equity 
approved for inclusion in the utility’s capital structure. 


The amount which a utility is allowed to earn expressed as a percentage of the rate 
base. Note that this return is not guaranteed to the utility. Rather, this is the return 
that the company has a reasonable opportunity to earn given forecast conditions. 


The allowed expenses of the utility and the allowed return on rate base are added 
together to obtain the total amount which the utility must recover through rates in 
order to cover its costs of providing service. 


A period of twelve consecutive months (usually the company’s next full fiscal year) fe 
which projections of costs, revenues, expenses and rate base are studied by the Board 
in order to set rates which will allow the utility the opportunity to earn a reasonable 
rate of return. 


The gas transportation service offered by a pipeline company or distributor to transport 
gas owned by others. See also CONTRACT CARRIAGE. 
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SSAGE FROM THE CHAIRMAN 


Vychowanec, Q.C., 


‘man 


ae left the Ontario Energy Board in December 1984 and returned to it as Chairman in July 
1988. The changes to the natural gas industry in Canada that took place during that short 
interval, and the effect of those changes on Ontario's gas distributors, their customers, and this 
Board were quite remarkable. 

The catalyst for change was the Western Accord and the Agreement on Natural Gas Markets 
and Prices, both signed in 1985, by which Canada and the producing provinces agreed to develop, 
along with the consuming provinces and the gas industry, a pricing system that would respond 
to the market. This system was to have been implemented within a year, but it was soon evident 
that a year was not long enough. 

Although hampered somewhat by legislation that has been virtually unchanged for a quarter 
of a century, this Board has worked in the years since 1985 to implement the two agreements. 
Through its many decisions it has encouraged the development of a natural gas market in which 
there were many buyers and many sellers. Despite the progress that has been made, however, the 
accord and the agreement have not yet been fully implemented. 

To date, deregulation, or more accurately re-regulation, has resulted in reduced prices to vir- 
tually all customers, but large industrial customers especially have had significant reductions. Sophis- 
ticated industrial users of gas were quick to buy directly from producers, but even smaller com- 
mercial customers are now either buying directly from Alberta or Saskatchewan producers or are 
taking advantage of other discount opportunities, where available. 

The new arrangements have raised many new issues for the Board to decide. During 1988-89, 
the Board reported to the Lieutenant Governor in Council on the issue of security of supply for 
Ontario customers. Among other things, the Board recommended that direct purchasers and partic- 
ularly local distributors should be encouraged to enter into the longest term contracts that can be 
justified on the basis of price and other business considerations. 

Towards the close of the fiscal year, the Board held separate hearings related to supply arrange- 
ments between Western Gas Marketing Limited and the three major Ontario gas distributors. The 
Board issued three separate decisions on April 14, 1989, approving rates that incorporated the gas 
cost resulting from these arrangements. The Board deferred making any decision regarding resale 
arrangements of system gas, which some intervenors alleged resulted in cross-subsidization by other 
ratepayers. There may be a generic hearing to review this matter, as well as several other related 
issues, later this year. 

With many of the major deregulation issues now resolved, it is time to examine in greater 
detail the continued impact of deregulation on the Ontario consumer. The Board may need to refine 
certain of its earlier decisions to ensure that just and reasonable rates are being paid for the supply 
of gas in this province. 

During the past year the Board's jurisdiction was challenged in the Supreme Court of Ontario 
in two cases, and in each case the Board's jurisdiction was confirmed. Also during the year the 
Board began preparing for the official implementation of the French Language Services Act and 
the Intervenor Funding Project Act. The Board now has four bilingual staff members who can 
provide services to the public in French. 

Under the Intervenor Funding Project Act, this Board was one of three chosen to participate 
in a three-year pilot project related to the provision of intervenor funding in a proceeding before 
the Board. During the year the Board drafted Rules of Practice and Procedure under this act, and 
these have been approved by the Lieutenant Governor in Council. The first hearing to which this 
act applied was the reference on Ontario Hydro’s bulk power rate proposal for 1990. 


| 
Two other undertakings which began some time ago were successfully completed this yes 


The Board will soon issue the third edition of its Environmental Guidelines for Locating, Constru 
ing, and Operating Hydrocarbon Pipelines in Ontario. These guidelines will be published in Fren 
as well. In addition a model franchise agreement was adopted by the utilities and the municipa 
ties in Ontario. The model agreement will be used in all future applications for natural gas franchis 
in a municipality. 

In summary, it has been a productive and challenging year for the Board, and I anticlg 
that the coming year will be equally so. 


[Prey heclone 


S.J. Wychowanec, Q.C. 
Chairman, Ontario Energy Board 


Board members on March 31, 1989, were, from left to right, C.A. Wolf Jr, H.E. Andrews 
D.A. Dean, Vice-chairman J.C. Butler, Chairman S.J. Wychowanec, Q.C:, M.A. Daub 
R.M.R. Higgin, O.J. Cook; missing was M. O'Farrell. 


RODUCTION 


ntario relies heavily on natural gas as an energy source and as a feedstock, primarily in 
0 | the production of chemicals. Natural gas is the major fuel for all sectors of the economy 
except transportation, and it is the primary fuel used in heating space and water in the province. 
Indeed Ontario uses more natural gas than any other consuming province and accounts for approxi- 
mately 41 percent of the total demand for Canadian natural gas. Natural gas provides approximately 
30 percent of the energy consumed in the province. Electricity provides about 18 percent of the 
energy consumed in Ontario, and its use is growing. Liquid fuels (oil and natural gas liquids), coal, 
and wood provide the balance of Ontario’s energy consumption. 

The Ontario Energy Board regulates the natural gas industry through the setting of rates, author- 
izing the construction of transmission lines, and approval of franchise agreements. The Board also 
advises the Minister of Energy on general matters relating to the natural gas industry, as well as 
matters relating to Ontario Hydro. In all its considerations, the Board endeavours to ensure that 
rates are fair, that supply is secured, and that the public interest is upheld. 

The report that follows outlines the Board’s mandate and its role and responsibilities in fulfill- 
ing that mandate. After a tabular listing of all the Board's activities over the past year, it discusses 
some of them briefly. 


MANDATE 


The Ontario Energy Board was formed in 1960 to provide an impartial formal mechanism for regu- 
lating specific aspects of Ontario's natural gas industry. In addition to its regulatory responsibilities, 
the Board, when requested in references from the Lieutenant Governor in Council, the Minister 
of Energy, or the Minister of Natural Resources, will advise on matters relating to energy, such 
as changes made by Ontario Hydro to its bulk power rates. In all its activities, the primary objec- 
tive of the Ontario Energy Board is to ensure that the public interest is served and protected. 

Most of the Board’s responsibilities stem from legislation as set out primarily in the Ontario 
Energy Board Act. In addition, six other statutes give jurisdiction to the Board: 

e the Municipal Franchises Act; 

e the Petroleum Resources Act; 

e the Public Utilities Act; 

e the Assessment Act; 

e the Toronto District Heating Corporation Act; 
e the Intervenor Funding Project Act. 

The Intervenor Funding Project Act was proclaimed on April 1, 1989, by the Lieutenant 
Governor in Council. As a three-year pilot project, the act establishes a procedure to provide for 
advance funding to intervenors in proceedings before a number of boards, including the Ontario 
Energy Board. It sets out specific criteria which the funding panel, established under the act, must 
consider in deciding whether to award funding to an intervenor. 


ROLE AND RESPONSIBILITIES 
SETTING RATES FOR NATURAL GAS 


Each natural gas utility sells and transports gas in franchised areas of the province. Competition 
now exists in the sale of energy: buyers may purchase gas directly from producers or they may 
turn to other sources of energy. Since the transportation of gas involves an extensive network of 
pipelines and storage facilities, a monopoly arrangement is most efficient; it avoids duplication 
and the cost increases that would result. 

In Ontario, rates for the sale of gas must be approved by the Board. Gas distributors are required 
by legislation to submit their proposed rates to the Board for review and approval, which usually 
takes place on an annual basis. Rates for each utility are set following a public hearing. A major 
rate hearing lasts approximately three to four weeks. 
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MES 


Three of 

gual staff: from left to right, 
Nicholas Belak, Francoise 
Lafond, and Peter O'Dell 


Rates vary among classes of customers: residential, commercial, and industrial. In setting rates 
the Board's objective is to reflect the costs imposed on the system by the varying demands of differen 
classes of customers. Residential demand for natural gas as a heating fuel, for example, change 
according to the weather and the time of day. As a result, it costs more on a per unit basis t 
provide service to residential users than to industrial customers, which use relatively large amount 
of gas at a more constant level. 

In setting rates, the Board tries to strike a balance between the prices to be paid by customer 
and the rate of return which shareholders of the utilities are allowed to earn on their investment 
Rates are to be ‘just and reasonable’ for both customer and shareholder. In making its decisions 
the Board considers past, present, and projected expenses, along with current and forecast economi 
conditions and trends and the earnings expectations of the utility operators. 

The Board may grant interim rate relief to either the company or the customers in cases where 
significant changes in a utility’s costs or revenues have occurred or will occur. In such cases, ar 
interim rate hearing is held, which usually takes one or two days. Interim rates are subject to revisior 
and are not final until the rates application is completed and the Board has issued its decision and 
order. 

As well as ensuring that utilities charge reasonable rates, the Board also must consider as part 
of the rate hearings the quality of service the utility provides. 


The Consumers’ Gas Company Ltd is Canada’s largest natural gas distribution utility. As of 
September 30, 1988, it served approximately 974,000 residential, commercial, and industrial cus- 
tomers in south, central, and eastern Ontario. Through affiliated companies not regulated by the 
Board, Consumers also supplies western Quebec and northern New York State. Consumers’ rate 
base was $1.416 billion at its year end, September 30, 1988. For that year Consumers had gas sales 
of 9.44 billion cubic metres, transportation volumes of 0.492 billion cubic metres, and revenues 
of about $1.7 billion. 

Union Gas Limited is the second largest gas distributor in Ontario, serving customers in south- 
western Ontario. It also operates a network of transmission pipeline, storage, and compression 
facilities for customers and other utilities in eastern Ontario and Quebec. As of March 31, 1989, 
Union's rate base was about $1.027 billion. It served over 573,000 residential, commercial, and 
industrial customers, generating an estimated total system throughput of 14.7 billion cubic metres 
for fiscal 1989, which includes gas transported to other gas distribution utilities. Total volumes 
of gas sales delivered to distribution customers (which includes both sales and transportation cus- 
tomers) was 8.0 billion cubic metres. Total revenue for Union in its 1989 fiscal year was about 
$1.2 billion. 

ICG Utilities (Ontario) Ltd serves approximately 100 communities in northwestern, northern, 
and eastern Ontario. Its natural gas distribution system comprises about 6,142 kilometres of pipeline 
originating at more than 76 delivery points on the TransCanada PipeLines (TCPL) transmission 
system. The ICG system is composed of a series of laterals running off the TCPL system as it crosses 
Ontario, starting at Kenora and extending to Lake Ontario and the St Lawrence River. As of 
December 31, 1988, ICG’s average rate base was $395 million. Serving 168,000 customers, ICG’s 
total throughput totalled 3.07 billion cubic metres, and transportation service totalled 230 million 
cubic metres. ICG’s total revenue was about $443 million. 

Natural Resource Gas Limited (NRG) is a small utility serving approximately 2,000 customers 
in the Aylmer area. As of September 30, 1988, NRG’s rate base was $2.9 million. The company 
generated about $2.7 million in revenues in its 1988 fiscal year. 

Tecumseh Gas Storage Limited operates a gas storage pool in southwestern Ontario. The com- 


pany generated about $15 million in revenues in its 1988 fiscal year. Consumers was Tecumseh’s 
sole customer. 


REVIEWING ONTARIO HYDRO RATES 

Ontario Hydro’s bulk power rates (wholesale power rates for municipalities and certain industrial 
customers) are set by Hydro’s own board of directors. However, Ontario Hydro is required to 
submit any proposed change in its rates to the Minister of Energy who then refers it to the OEB, 
along with full technical information and financial data. After a public hearing, which usually begins 
in late May or early June and runs for about four weeks, the Board submits a report with recom- 
mendations to the Minister of Energy on or before August 31 each year. The Board's role is an 
advisory one and its recommendations are not binding on Ontario Hydro. 

Ontario Hydro is the province's largest crown corporation. As of December 31, 1988, Ontario 
Hydro had assets of $34.36 billion. It served at that date over 3.46 million customers directly and 
indirectly, over 85 percent being residential. Provincial sales of 128,000 GWh and export sales of 
5,019 GWh produced revenue of $5.8 billion. 


REFERENCES AND GENERIC HEARINGS 


The Lieutenant Governor in Council, the Minister of Energy, or the Minister of Natural Resources 
may refer a matter to the Board for a public hearing and report. These references normally concern 
energy-related matters and generally attract widespread public interest. The Board's reports are 
advisory in nature. 

In addition, changes in ownership of utilities may be referred to the Board for a hearing and 
report. The leave of the Lieutenant Governor in Council is required when a utility wishes to sell 
its assets or amalgamate with another utility, and when any person wishes to acquire shares of 
a utility to the extent that more than 20 percent of any class of shares changes ownership. The 
Board may recommend exemption from a hearing or may hold a hearing and submit its report 
and recommendations to the Lieutenant Governor in Council. 

The Board may also hold generic hearings on its own initiative on matters under its jurisdic- 
tion. Such hearings are usually held in response to an emerging trend or an area of growing interest 
or concern, and deal with a subject in a broader context than issue-specific hearings. 


(4/444) CONSUMERS’ GAS 


(TMT union Gas 
RSQ ICG 


Natural Gas Distribution in Ontario y 


APPROVAL OF FACILITIES / 
Utilities wishing to construct a transmission line for natural gas in Ontario must obtain Board 
approval. In addition, all construction proposals are reviewed by the Ontario Pipeline Coordination | 
Committee (OPCC), an interministerial committee concerned with the environmental and safety 
aspects of pipeline construction. The OPCC is chaired by a staff member of the OEB, and it includes 
representatives from the ministries of Agriculture and Food, Energy, Environment, Consumer and 
Commercial Relations, Natural Resources, Culture and Communications, Municipal Affairs, and 
Transportation. Other regional agencies, with whom the natural gas utilities consult in the early 


stages of their planning, are also represented as required. 

The OPCC tries to ensure that the construction of pipelines does not have any long-term 
negative effect on the environment and that the short-term impact during construction is minimized. 
With these objectives in mind, each proposal is reviewed, alternative routes or sites considered, 
and issues resolved before formal application for leave to construct is filed with the Board. 

When the utility applies to the Board for approval, the Board assesses whether the construc- 
tion is in the public interest, considering safety, economic feasibility, community benefits, security 
of supply, benefits for the utility, environmental impact, etc. The Ontario Energy Board has 
published Environmental Guidelines for Locating, Constructing, and Operating Hydrocarbon Pipe- 
lines in Ontario, which sets out its requirements. The Environmental Guidelines were developed 
in concert with provincial ministries and agencies whose mandates are affected by pipeline construc- 
tion. Under revision at present, the Environmental Guidelines incorporate the latest standards and 
mitigation practices of each of the ministries. They also provide for greater public participation 
in the planning process for pipeline construction. 

When a project is approved, the Board issues an order for leave to construct. The Board also 
grants the authority to expropriate land for transmission pipelines and related facilities and authorizes 
any pipeline crossings of highways, utility lines, and ditches. 


APPROVAL OF FRANCHISE AGREEMENTS 

Each municipality may grant to a gas utility the right to provide gas service and use road allowances 
in the municipality. A prerequisite to the essential by-law granting the franchise is the Board’s 
approval of the terms and conditions of the franchise agreement. 

Many of the existing agreements date back thirty years and more. Because circumstances have 
changed substantially since the original agreement was made, the negotiation between the munici- 
pality and utility can be a lengthy and complex process. In 1985 the Municipal Franchise Committee 
was formed to develop a model franchise agreement which could be used as the basis for all new 
and renewed agreements. The model agreement came into effect in 1988 and sets out standard con- 
ditions for gas distribution, the use of road allowances, construction approvals, procedures for 
restoring lands after construction, etc. 

After the model agreement was implemented, municipal franchise renewals from Union, Con- 
sumers, and ICG, which were pending approval, were dealt with by the Board in three hearings, 
one for each company. In total, forty-nine franchise renewals were heard by the Board in the fall 
of 1988. Considerable time and expense was saved at the hearings because of the common nature 
of all the applications before the Board. The OEB expects that the model agreement will be the 
basis for all new and renewed franchise agreements. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


No person is allowed to construct any works to supply gas without Board approval. The approval, 


in the form of a certificate, is not given unless public convenience and necessity appear to support 
approval. 


NATURAL GAS STORAGE 


Vital to the natural gas distribution system in Ontario is the ability to store gas, and gas storage 
pools therefore represent a natural resource of economic significance to the province. The main 
storage sites are depleted gas pools in southwestern Ontario. These storage pools are used by trans- 
mitters and distributors to meet fluctuating demand and to draw on in case of emergency. Gas 
is normally injected into storage during the summer months when demand is low, to be withdrawn 
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With a capacity of 4100 megawatts, the Nanticoke generating station on Lake Erie, near Port Dover, 
is Ontario Hydro’s largest coal-fired plant. 


in high-consumption periods during the winter. This balancing of load makes it possible for the 
transmission system from western Canada to operate efficiently. 

Gas may not be injected into any geological formation unless it is a designated gas storage 
area, described in Regulation 700, Revised Regulations of Ontario, 1980, under the OEB Act. In 
reviewing applications for the use of such areas, the Board considers the geology of the pool, its 
suitability, the appropriate boundary of the area to be designated, the applicants’ rights to use the 
storage capacity, the need for it, and the economic viability of developing the storage pool. The 
Board recommends to the Lieutenant Governor in Council designated gas storage areas, authorizes 
their use, and, in cases where the applicants and landowners have not reached agreement, determines 
the compensation payable to landowners. 

Applications for drilling permits for wells within a designated gas storage area must be referred 
by the Ministry of Natural Resources, whose department issues the permits, to the Board for consid- 
eration. If the applicant is the authorized operator of the gas storage area, the Board has discretion 
as to how it should process the application before reporting to the minister. If the applicant is not 
the authorized operator, the Board must proceed by way of a public hearing. 

Applications to inject fluid and pressurize a geological formation also require a permit from 
the Ministry of Natural Resources. If the injection well is within 1.6 kilometres of a designated 
gas storage area, the minister is required by the Petroleum Resources Act to seek a report from 
the Board. 

The Board regulates the joining of the various interests within a spacing unit, field, or pool 
for the purpose of drilling or operating gas or oil wells, the designation of management, and the 
apportioning of the cost and benefits of such drilling or operation. 


OTHER MATTERS 

Natural gas utilities must conform to a uniform system of accounts as prescribed by the Board. 
No change in accounting methods may take place without the Board’s approval. The Board is con- 
tinuing its first significant review and upgrading of the regulation which prescribes the classification 
of accounting since it was made under the OEB Act in 1966. 

The Board receives information regularly from natural gas utilities regarding financial opera- 
tions and performance. If a utility earns either too little or too much compared to its allowed rate 
of return, the Board’s Energy Returns Officer and his or her staff may conduct a special investiga- 
tion. The Board may, on its own motion, require a utility to appear before it to explain its earnings. 

The nature of public utilities changes along with the economic and social environment in which 
they operate. Accordingly, it is appropriate for the Board to review legislation relating to public 
utilities and, if necessary, to propose amendments. y, 
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The Ontario Energy Board Act authorizes the Board to recover its costs by charging an appro- 
priate portion of these costs to the utilities involved in Board hearings and related activities. Following 
a hearing, the Board issues a cost order to the utility concerned. This represents payment towards 
costs incurred by the Board and also, when ordered, those incurred by the intervenors. The amount 
to be paid to the Board includes out-of-pocket and direct expenses attributable to a specific hearing, 
as well as a contribution towards the Board's fixed costs, 


75 percent will be recovered by means of cost orders issued to utilities. 


including overhead and payroll. 
In fiscal 1988-89, the Board operated with an approved budget of $5.4 million. Of this amount, 


E PUBLIC HEARING PROCESS 


| P iw hearings provide an essential mechanism with which the OEB can carry out its 
mandate. Public hearings also provide a forum for groups or individuals, who may be 
affected by the Board's decisions, to express their concerns. Such public participation helps to ensure 
that the Board, in reaching a decision, will be informed and will consider a wide variety of views 
and interests. The hearing process includes eleven steps. 


1 INITIATION 

The hearing process begins: 

¢ upon receipt of an application; or 

¢ upon receipt of a reference from the Lieutenant Governor in Council, the Minister of Energy, 
or the Minister of Natural Resources; or 

e upon notice from the Board that it will initiate proceedings to consider a matter under its 
jurisdiction. 


2 NOTICE OF APPLICATION 
Applicants are required to serve the Board’s notice of the application on all affected parties and 
interested public groups. If the Board itself has initiated a hearing, it will serve the notice. For a 
major rate case, a natural gas utility usually will publish notices of its application in regional daily 
newspapers. 

When an application affects people residing in certain government-designated areas, all notices 
also must be published in French in French-language newspapers. A notice must appear in a French 
weekly newspaper if no French daily newspaper is published in the area. 


3 INTERVENTIONS 
Interested groups or individuals wishing to participate in the hearing are referred to as ‘intervenors.’ 
To ensure their eligibility to participate in the hearing, they must file an intervention, which explains 
their reasons for wishing to take part. 

In 1988-89 participants could request costs for their participation at the conclusion of the hearing. 
On April 1, 1989, the Intervenor Funding Project Act came into effect. It establishes a procedure 
that allows intervenors to apply for advanced funding before the hearing begins. A funding panel 
appointed by the Board decides on the eligibility of applicants for intervenor funding and the amount 
of each award. Participants may continue to ask for costs at the conclusion of the hearing as before. 


4 NOTICE OF HEARING 
Once the Board has determined the scope and probable length of the hearing, it directs the applicant 
to serve notice of the time and place of the hearing on all parties who have intervened. 
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The public hearing to review Ontario Hydro’s proposal to change its rates 
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Board Member Orville Cook 
preparing a Board Decision 


5 PRE-HEARING DOCUMENTATION 
To allow sufficient time for all parties to review information pertaining to the application, the app 
cant must file evidence in support of its application two to three months before the hearing begin 
Board staff and intervening parties may also seek additional information by way of written inte 
rogatories. These interrogatories are answered by the utility before the hearing commences, 
In the case of applications for the construction of pipelines, which are reviewed by the Ontari 
Pipeline Coordination Committee, the normal requirements of pre-filed evidence would incluc 
route selection and environmental impact studies. 


6 PROCEDURAL ORDERS | 
The Board may issue procedural orders specific to the case. Such orders may set the date for 
hearing, for example, or contain deadline dates for completing certain procedural matters suc 
as the filing of supporting evidence, interrogatories, and answers thereto. Procedural orders ma 
also set forth a list of the issues to be dealt with at the hearings. 


7 ‘FIRST DAY’ PROCEEDINGS 

Before the hearing of evidence commences, the Board panel may review procedural matters, tech 
nical issues, and the general approach to the hearing. This gives everyone an opportunity to becom 
familiar with the application and to identify all the issues they wish to address in the hearing 


8 THE HEARING 
The Board ensures that sufficient evidence is presented, tested, and put on the record, so that at 
informed decision can be made. The applicant usually testifies first, through written evidence anc 
witnesses. Intervenors and counsel to Board staff then question these witnesses, and may offe: 
witnesses of their own. These witnesses may be cross-examined by the applicant or by the othe 
intervenors. When all evidence has been given, each party may offer a summation in the forn 
of written or oral argument as directed by the Board. 

The pre-filed evidence, arguments, and transcripts of the hearing are a matter of public recorc 
and are available at the Board office in Toronto. 


9 BOARD DECISIONS/REPORTS 


Depending on whether the hearing was a result of a reference, or either an application or a notice 
from the Board, the Board summarizes its deliberations in a document referred to as a ‘Report, 
or a ‘Decision with Reasons.’ These documents discuss all the issues and arguments raised in the 
hearing and contain the Board’s recommendations or findings. Depending on the complexity of 
the case, the document will appear a few weeks or months after a hearing. Copies of the document 
are available from the Ontario Government Bookstore, 800 Bay Street, Toronto, upon payment 
of a modest prescribed fee. Persons involved in the hearing receive copies of the document from 
the Board. 

The Board’s recommendations are not binding in most cases referred to it by the Lieutenant 
Governor in Council, the Minister of Energy, or the Minister of Natural Resources. The appro- 
priate minister or the Lieutenant Governor in Council decides whether or not the recommenda- 
tions should be implemented. In the case of references from the Minister of Natural Resources with 
respect to drilling permits, however, the recommendations are binding upon the minister. 


10 BOARD ORDER 


A Board Order is a legal document which directs the implementation of a Board Decision and is 
binding on the parties named. 


11 REVIEW AND APPEAL 

A Decision or Order of the Board may be appealed by: 

¢ applying to the Board requesting that it rescind or vary its Order; 

° petitioning the Lieutenant Governor in Council; 

* appealing an Order to the Divisional Court upon a question of law or jurisdiction; 
* applying to the Divisional Court for judicial review of a Board Decision. 


VIEW OF ACTIVITIES 


Ontario Energy Board, Summary of Activities, April 1, 1988—March 31, 1989 


LE NUMBER APPLICANT/ORIGINATOR 


latural Gas Rates Applications 
BRO 411-II-A/430I-A Falconbridge 


BRO 440-2 ICG 

BRO 451-1 NRG 

BRO 452 Consumers 
BRO 452-3 Consumers 
BRO 455-1 Tecumseh 
BRO 456 Union 

BRO 456-4 Union 


CASE DESCRIPTION 


Clarification/rehearing of ICG rate matter 

Recovery of gas costs relating to WGML contract 

Interim recovery of deferred gas costs 

1988 & 1989 fiscal year adjustment of rate levels and design 
Recovery of gas costs relating to WGML contract 

Interim recovery of costs relating.to investment in Dow-Moore pool 
1989 & 1990 fiscal year adjustment to rate level and design 
Recovery of gas costs relating to WGML contracts 


‘eference from the Minister of Energy regarding Ontario Hydro 


IR 17 Ministry of Energy Rates 1989 
‘eference from Lieutenant Governor in Council 

BRLG 30A/B Consumers Undertakings 
BRLG 32 OEB Security of Supply 


ipeline Construction and Expropriation 


BLO 223 Consumers 
BLO 224 Tecumseh 
B®) 225 Consumers 
BLO 226 Union 

BLO 226A CPE 

BELO 227 Union 

BLO 228 ICG 

BLO 229 ICG 

BLO 230 Union 


Rugby Gate station and Georgian Bay reinforcement pipeline 
Development of Dow-Moore pool storage and pipeline construction 
Leave to construct Peterborough/Lindsay pipeline 

St Clair pipeline 

Jurisdiction regarding St Clair pipeline 

Dawn 156 storage pipeline 

Horseshoe Valley pipeline 

Prices Corners pipeline 

Strathroy & Beachville facilities expansion 


ipeline Exemptions 


ML 63 Union 
iE 64 Union 
IL, 65 Union 
iE 66 Union 
Ie 67 Union 
Ie 68 Union 
TE 69 ICG 


Village of Burford pipeline 

Towerline Road pipeline (Norwich and Burford townships) 
Towerline Road pipeline (Burford Township) 

Caradoc Township pipeline 

Sombra storage pipeline (County of Lambton) 

Enniskillen gas storage pipeline 

Northland Power-Cochrane cogeneration plant pipeline 


ther Ontario Energy Board Orders 


BO 147 Tecumseh 
BO 149 Union 
BO 150 Union 
BO 154 Union 
BO 155 Union 
po 156 Tecumseh 
BO, 158 Union 


Designation of Dow-Moore pool 
Storage/transportation contract for Kingston PUC 
Storage/transportation contract for Consumers 
Storage agreement for Tarpon Gas Marketing 
Contract carriage application for C-I-L 

Storage contract for Consumers 
Storage/transportation agreement for Domtar 


FILE NUMBER 


Franchise Approval 


EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 
EBA 


405/472 
470 
473 
474 
475 
476 
477 
479 
488 
489 
490 
49] 
494 
495 
496 
498 
499 
500 
501 
502 
503 
504 
505 
506 
507 
508 
509 
510 
Siu 
Sly 
pyle) 
514 
S15 
516 
OL, 
518 
519 
520 
921 
O22 
523 
524 
925 
526 
O27, 
528 
529 


APPLICANT/ORIGINATOR 


Union 
Consumers 
Consumers 
Consumers 
Consumers 
Consumers 
Consumers 
Consumers 
Consumers 
Consumers 
ICG 

ICG 
Consumers 
Consumers 
Consumers 
ICG 

ICG 

ICG 

ICG 
Consumers 
ICG 

Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 


Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 
Union 


CASE DESCRIPTION 


Town of Blenheim 
County of Victoria 
Town of Shelburne 
Town of Caledon 

Town of Innisfil 
Township of Amaranth 
Town of Whitby 
Township of Mulmur 
Township of Melancthon 
Township of Cavan 

City of Sault Ste Marie 
Township of Augusta 
Township of Hope 
Township of Hamilton 
Township of South Monaghan 
Township of Hamilton 
Township of Osnabruck 
Township of North Fredericksburgh 
Township of Kingston 
Township of Seymor 
Township of Medonte 
County of Kent 

City of Chatham 

Town of Dresden 

Town of Tilbury 

Village of Erie Beach 
Village of Highgate 
Village of Wheatley 
Village of Wyoming 
Township of Adelaide 
Township of Camden 
Township of Chatham 
Township of Dover 
Township of Harwich 
Township of Howard 
Township of Orford 
Township of Raleigh 
Township of Romney 
Township of Tilbury East 
Township of Zone 

Town of Forest 

Town of Parkhill 

Village of Arkona 
Village of Ailsa Craig 
Village of Thedford 
Township of Bosanquet 
Township of East Williams 
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‘LE NUMBER 
Ea 530 
Bear .531 
Be *532 


APPLICANT/ORIGINATOR CASE DESCRIPTION 

Union Township of West Williams 
Union County of Lambton 
Consumers Village of Port McNicholl 


dertificates of Public Convenience and Necessity 


BC = 139B 
IBe 182 
‘BC. 183 
BC 184 
IBC. 3-185 
BC 186 
3BC 187 


ICG Township of Oro 

Consumers Village of Coldwater 
Consumers Township of Medonte 
Consumers Township of Hope 

Consumers Township of Hamilton 
Consumers Township of South Monaghan 
ICG Township of Medonte 


Uniform Accounting Orders 


J4 076 


ICG 


Deferral of costs relating to certain hearings 


Reports to Minister of Natural Resources 


EBRM 89 Tecumseh Drilling permit for Dow-Moore pool 

EBRM 90 Tecumseh Drilling permit for Kimball-Colinville pool 

EBRM 91 Union Drilling permit for Dawn 156 pool 

EBRM 92 Tecumseh Drilling permit for Kimball-Colinville pool 
SELECTED ACTIVITIES 
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| Thomas, Board Secre- 
, processing an applica- 
received by the OEB 


SECURITY OF SUPPLY HEARING EBRLG 32 

Following a reference from the Lieutenant Governor in Council, dated May 19, 1988, the Board 
held a hearing to investigate a number of issues pertaining to the current and future supply needs 
of gas users in Ontario. Participants in the fourteen-day hearing included representatives from all 
sectors of the gas industry: producer, broker, transporter, distributor, and end-user. The Board 
issued its interim report in August 1988 and its final report in November. The report included the 


following recommendations: 


the government should encourage prudent investment to increase storage capacity; 

the Board should review periodically gas supply and related concerns; 

the government should publish guidelines to enhance the public’s understanding of contracting 
practices; 

long-term contracts should be encouraged without the imposition of mandatory terms or 
standards; 

direct purchase and buy/sell customer transportation arrangements, except with Board exemp- 
tion, should be for three years; 

policies to make excess transportation capacity available to other Ontario distributors or direct 
purchase customers should be developed; 

the ‘core market’ should not be defined, and no limitation should be imposed on any customer 
as to the choice of supplier; 

the government should investigate whether a strategic reserve of gas to be used during intervals 
of supply shortage should be established for Ontario. 


COST OF GAS HEARINGS EBRO 440-2, 452-3, 456-4 / 
On January 22, 1988, as reported in last year’s Annual Report, the Board issued three simultaneo} 
Decisions relating to Ontario’s three major gas utilities, Consumers, ICG, and Union, wherein: 
accepted the renegotiated agreements of the three companies with Western Gas Marketing Limite 
(WGML) for one more year, to October 31, 1988, to allow extra time for the development of 
more competitive market. | 

The three companies applied to the Board in August and October 1988 for approval for rati 
making purposes of the cost of gas supplies flowing from contracts each had recently negotiate 
with WGML. The three sales contracts are similar in structure: gas supplies are sold in two block’ 
both supplied at $2.20 per gigajoule, but with Block A designed for the ‘essential customer group 
negotiated for a longer period of time (fifteen and twelve years), and with a fixed $0.60 per gigajou. 
demand charge included in the price for the term of the contract. Block B, the smaller volum¢ 
is negotiated for a shorter period of time (five or three years) and is destined for large volume users 

The Board held hearings in February and March 1989 and issued three Decisions, dated April vu 
1989, accepting the cost of gas flowing from the WGML contracts for rate-making purposes. Th| 


specifics for each company are discussed below. 
ONTARIO HYDRO REVIEW | 
BULK POWER RATES PROPOSAL HR 17 
Ontario Hydro’s proposal to increase its rates effective January 1, 1989, was referred to the Boari 
by the Minister of Energy on April 19, 1988. Hydro proposed an average all-customer rate increas) 
of 5.5 percent, based on a revenue requirement of $5,942 million which represented an increas) 
of $495 million over 1988 revenue. : 


In its Report, the Board recommended an average all-customer rate increase of 5.8 percent 
The Board also recommended the payment of a $25 million debt guarantee fee to the provincia 
government. The Board’s Report included forty-six recommendations to the Minister of Energy 
The Board also expressed concern about the lack of time in the hearing process to review the issue: 
adequately; the degree of control exercised over Hydro’s operating, maintenance, and administra 
tion costs; and the appropriate allocation of Hydro’s demand management funds. 


Otto Holden es station, a 243 megawatt plant « on the Ottawa Rie has Bs sic poles 
to Hydro customers since the 1950s. 


NATURAL GAS RATES APPLICATIONS 

CONSUMERS 

Main Rates Application EBRO 452 

On March 28, 1988, Consumers applied to the Board for an increase in rates for its 1989 fiscal 
year commencing October 1, 1988, as a result of a forecasted gross revenue deficiency of $9.7 million. 
This revenue deficiency was later amended to a revenue sufficiency of $17.2 million, based on a 
14.375 percent return on equity and a 35 percent equity ratio. The hearing began July 20, 1988, 
and continued for eighteen days. It recommenced September 6 and was completed September 20. 
The second phase dealt mainly with the cost allocation and rate design matters. 

During the hearing the Board ordered a rate reduction of 0.1433 cents per cubic metre effective 
July 19, 1988, because of Consumers’ projected excess revenue of $13.7 million in fiscal 1988. In 
its Decision with Reasons, dated December 21, 1988, the Board found a gross revenue sufficiency 
of $36.2 million for the 1989 fiscal year, based on a 13.5 percent return on equity and a 35 percent 
common equity ratio. On January 12, 1989, the Board issued an addendum to its Decision which 
adjusted gas costs to reflect certain costs associated with buy/sell purchases. This addendum increased 
the gross revenue sufficiency for the 1989 fiscal year to $38.3 million. 

On January 18, 1989, Consumers filed a section 30 application for review and variation of 
certain portions of the December 21, 1988, Decision. The company submitted that it would be 
unable to earn its allowed return on equity if the Board continued to impose a limit on the rate 
of return allowed on certain customer rates. In its Decision, dated February 6, 1989, the Board 
reiterated its belief that rates should become more cost based but allowed the company to approach 
this objective gradually. The Board established a deferral account for any resulting revenue shortfall. 


Main Rates Application—Consumers 


Requested Allowed 
$ million 
Rate base IS16:9 1500.9 
Utility income 199.4 203.3 
Gross revenue excess WP? 38.3 
percentage 
Indicated rate of return 1 3eL5 13.54 
Required rate of return T2552 12.06 
Common equity ratio 35.00 35.00 
Return on common equity 14.375 13.50 


Undertakings EBRLG 30 A/B 

On February 3, 1988, Consumers applied for approval of debt financing for its subsidiary Gazifére 
Inc. and approval to continue investing in Arbor Living Centres Inc. through Congas Holdings, 
another subsidiary. These applications were pursuant to undertakings given to the Lieutenant Gover- 
nor in Council by the company on March 4, 1987. The hearing convened on May 3, 1988, and 
oral argument was heard the following day. 

In its Decision of June 30, 1988, the Board noted that the application raised issues regarding 
the type and magnitude of the diversification that should be permitted in the utility operating com- 
pany and the tests that should be applied to judge the prudent limits for such investments. The 
Board indicated that the current level of investment could continue, subject to certain conditions 
of approval. However, the Board directed Consumers not to increase its investment or participation 
in Arbor directly, through Congas, or through any other subsidiary, beyond the currently approved 
level of $21 million in equity and $80 million in associated debt issued by Arbor. 


Trenching in preparation for laying the NPS 42 pipeline approved by the Board (EBLO 230) 


The Board approved the proposed subsidiary financing for Gazifére subject to certain terms) 
and conditions. However, the Board noted that debt issued by non-regulated subsidiaries should| 
always remain a minor component of the non-current investments made by the utility. The Board's 
Decision regarding these matters is currently under appeal before the Board. | 


Cost of Gas EBRO 452-3 | 
By letter of agreement dated October 12, 1988 (amended December 12), Consumers and WGML' 
established the terms and conditions for new, unbundled gas sales contracts. In addition, Consumers. 
entered into a separate transportation contract with TCPL. By notice of motion dated October 19, | 
1988, Consumers asked the Board to approve, for rate-making purposes, the cost of gas flowing. 
from this contract for the first and second contract years. The effective date of the agreement was. 
January 1, 1989, as long as Board approval was received by April 20, 1989. In addition, the Board | 
was asked to approve the costs of gas resulting from contracts the company had entered into for 
winter-peaking and other long-term gas supplies. 

As discussed earlier in the section on cost of gas, the WGML gas sales contract is divided into’ 
two blocks of gas at a specified price for the first two years. In Consumers’ contract, Block A is 
for 150 billion cubic feet for fifteen years, and Block B for 38 billion cubic feet for five years, renew- 
able on an annual basis thereafter. In the third and following years of the contract, the price of 
gas for the two blocks will be negotiated by the two parties. The contracts allow for volume reduc- 
tions to both blocks of gas should Consumers’ customers arrange to purchase directly from pro- 
ducers. WGML and Consumers also agreed to share provisions for excess transportation capacity 
Consumers may have on the TCPL system. | 

The hearing began on February 6, 1989, and concluded with the filing of Consumers’ Reply 
Argument on March 13. The Board's Decision, dated April 14, 1989, accepted the cost of gas flowing | 


from the first two years of the WGML contract and other gas supply contracts for rate-making 
purposes. 


ICG 
Review by Board 


ICG did not apply to the Board to adjust rates for its 1989 fiscal year. The Board’s Energy Returns 


Officer reviewed the relevant financial data and recommended that ICG be exempted from a public 
rate review. 


rd Solicitor Anna 
leszyk providing a legal 
ew 


Cost of Gas EBRO 440-2 


ICG’s new supply and transportation agreement with TCPL and WGML, executed October 11, 
1988, and effective January 1, 1989, is composed of a gas sales contract and transportation operating 
agreement with WGML and transportation contracts with TCPL for the various delivery areas on 
the ICG system. ICG’s agreement provided for fifteen-year and five-year blocks of gas. This agree- 
ment replaced ICG’s contract demand service contracts with TCPL. ICG’s existing pricing agreement 
had expired on October 31, 1988. ICG purchased gas from WGML/TCPL between November 1 
and December 31, 1988, pursuant to its 1986 agreement and 1987 amendment, with the CD contracts 
remaining in effect for this period. 

The Board's Decision, dated April 14, 1989, accepted the cost of gas flowing from the WGML 
contract for the first two years for rate-making purposes. 


Application to Reopen ICG Phase II Proceedings by Falconbridge Limited EBRO 411-IIIA, 430-IIA 
Falconbridge, an ICG industrial customer, applied to the Board on June 17, 1988, for clarification, 
rehearing, or review of the Board’s Decision of May 20, 1988, dealing with cost allocation and 
rate design matters for ICG. In its application, Falconbridge requested that retroactive adjustments 
commencing February 20, 1987, be made on a class-average rather than a customer-specific basis 
under the new demand-commodity rate structure for ICG’s large industrial customers. 

The Board in its Decision, dated September 20, 1988, being better informed of the serious finan- 
cial consequences faced by certain customers in the implementation of the new demand-commodity 
rate structure, particularly for low load factor customers, found that the effective date of ICG’s 
new rate structure should be January 1, 1988, and that these customers’ bills should be adjusted 
retroactively for the February 20 to December 31, 1987, period on a class-average basis. 


NRG 

Interim Rate Relief EBRO 451-1 

By a letter dated October 19, 1988, NRG requested interim rate relief to recover an accumulated 
deficit in a deferral account which the Board had established to track variances between the fore- 
cast and the actual cost of gas. In its interim Decision, dated March 22, 1989, the Board allowed 
NRG to record $134,745 in the account as of September 30, 1988. The Board further indicated 
that interest relating to these costs should also be recorded. Interim rate relief was denied, however, 
because the company had not provided sufficient evidence that these amounts should be recovered 
in rates. The company was directed to submit further evidence for their contention in its next main 
rates case. 


UNION 

Main Rates Application EBRO 456 

On August 31, 1988, Union applied to the Board for a rate increase for its 1990 fiscal year based 
on a projected deficiency of $32.065 million in revenue. This projected deficiency was later amended 
to $16.546 million reflecting the impact of federal tax reform and Union's updated forecast based 
on second quarter results for fiscal 1989. The deficiency was based on a request for 14.875 percent 
rate of return on common equity and a 29 percent equity ratio. 

On its own motion, the Board held a limited issues review of Union's 1989 fiscal year which 
examined the appropriate rate of return on common equity, long- and short-term debt, and preferred 
shares, the rate base, storage and transportation revenue, unaccounted-for gas volumes, through- 
put forecasts, and labour costs. This review began on November 7, 1988, and lasted a total of 
nine days. In its Decision, issued March 20, 1988, the Board found a rate base of $1.026 billion, 
an allowed rate of return of 11.9 percent, and a total revenue excess of $24.687 million. The Board 
directed Union to rebate $10.1 million to its customers, as a result of projected tax reform savings. 
It also directed Union to reduce its rates, effective November 1, 1988, to reflect the Board’s findings 
that Union’s current rates would result in excess revenues of $14.587 million on an annualized basis, 
excluding tax reform. The Board's findings were primarily based on adjustments to Union’s through- 
put forecasts and a finding of 13.75 percent for rate of return on common equity. 
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The hearing of evidence on Union’s application for a rate increase for 1990 began on January 
1989, and was adjourned January 20. The portion of the proceeding dealing with rate design a 
cost allocation was deferred until April 1989 to allow the Board time to consider the renegotiat 
gas cost agreements between Union and WGML. The Board’s overall decision regarding Unio: 
1990 test year application was still pending at the end of the Board's fiscal year. 


Cost of Gas EBRO 456-4 
On August 31, 1988, Union Gas applied to the Board for an order fixing just and reasonable rat 
for the sale, storage, and transmission of gas. It also applied for an order to reflect in rates ¢) 
gas costs flowing from gas purchasing agreements with TCPL and WGML for the delivery peric 
» beginning November 1, 1988. On November 25, 1988, Union and WGML reached an agreeme 
Energy eee ffi cer inprinciple on new long-term gas supply arrangements to commence February 1, 1989, and interi 
Nicholas Belak reviewing Pricing arrangements for the period November 1, 1988, to January 31, 1989. In January 1989, WGN 
technical data filed by the and Union signed the new gas supply contract. 
iilibies In these new agreements the old contracts were unbundled into separate supply and transpo 
tation components. Union's gas sales supply arrangement with WGML is structured in two block 
Block A for a twelve-year and Block B for a three-year period. The total volume to be taken o1 
of this contract in 1989 is 104 billion cubic feet. Volumes of Block B gas supplies are those take 
by Union's customers who hold SGR arrangements with WGML. The agreement provides for 
10 percent decontracting of fuel gas volumes to October 31, 1989, and the right to decontract furthe 
volumes in the following year. 

Unlike the other Ontario distributors, Union has not entered into a long-term transportatio 
contract with TCPL. The gas supply contract includes a provision that allows for the sharing ¢ 
any excess capacity Union may have on the TCPL system. The hearing was held between March 
and 17, with final argument on April 4. 

The Board's Decision, dated April 14, 1989, accepted the cost of gas pursuant to the WGM 
contract for the first two years and other gas supply contracts for rate-making purposes. 


FACILITIES APPLICATIONS 
CONSUMERS 


Rugby Gate Station and Georgian Bay Reinforcement Pipeline 

EBLO 223; EBC 182, 183; EBA 492, 493 

The Board, in its Decision of June 8, 1988, approved Consumers’ application to construct 48 kilo 
metres of NPS 8 pipeline in Simcoe County to reinforce the existing gas supply to the Midlan 
area, which was at capacity. The Board found that the new pipeline would increase security o 
supply to customers in the Georgian Bay area. In conjunction with its application, Consumers als 
applied to the Board for certificates of public convenience and necessity and for municipal fran 
chise approvals for the village of Coldwater and the township of Medonte, areas that could b 
serviced by Consumers’ new pipeline. The Board approved these applications. 


Peterborough-Lindsay Reinforcement Pipeline 
EBLO 225 (PL 62); EBC 184, 185, 186; EBA 494, 495, 496 
On May 26, 1988, the Board heard Consumers’ applications for leave to construct 31 kilometre: 
of NPS 12 pipeline through the townships of Hope and Cavan. Consumers maintained that the 
pipeline would reinforce its existing system serving the Peterborough area, establish a second source 
of supply to this market, and provide service to customers along the route. Also heard were applli- 
cations by Consumers to supply and distribute gas in the townships of Hope, Hamilton, and South 
Monaghan, which could be served from the proposed pipeline. 

The Board's Decision, issued July 22, 1988, approving the pipeline construction, found that 
the pipeline was needed to assure a reasonable and safe supply to the Peterborough and Lindsay 
areas. Consumers’ applications to serve Hope and Hamilton townships were not approved because 


the Board considered that these townships were adequately served by ICG under existing franchises 
and certificates. 


ICG 
Horseshoe Valley EBLO 228; EBC 187, 139-B; EBA 503 
ICG applied for leave to construct approximately 8.5 kilometres of NPS 4 and NPS 2 pipeline to 
serve new customers in the Horseshoe Valley area in Oro and Medonte townships. Consumers 
intervened in this hearing and submitted that it should be given the opportunity to investigate the 
merits of constructing a pipeline to the Horseshoe Valley area. 

The Board, in its Decision dated October 20, 1988, reserved judgment on ICG’s application 
pending information on projected residential development in the area. The Board also encouraged 
both ICG and Consumers to jointly consider constructing a line from Consumers’ existing system. 


Prices Corners EBLO 229 


ICG applied to the Board for leave to construct 2.2 kilometres of NPS 4 pipeline in Simcoe County 
to serve the community of Prices Corners, located in the townships of Oro and Medonte. Consumers, 
which holds the rights to distribute natural gas in Oro and Medonte, intervened in the hearing 
and reaffirmed its plans to provide service to Prices Corners. The Board denied ICG’s applications 
in its Decision of October 20, 1988. ; 


he, 


Automatic welding machines used in the construction of the NPS 42 pipeline approved by the Board 
(EBLO 230) 


UNION 

St Clair Pipeline EBLO 226/226A 

Union applied for leave to construct 11.7 kilometres of an NPS 24 pipeline from the proposed 
St Clair valve site to the proposed Sarnia industrial line station in Moore Township and continuing 
to Bickford Pool compressor station in Sombra Township. Evidence was heard between June 16 
and 20, 1988, with oral arguments on June 24. Later TCPL requested that it be allowed to file addi- 
tional evidence which it considered relevant to the issue of whether or not the OEB had jurisdiction 
to decide on a pipeline that will be directly linked to the movement of gas across an international 
border. The reopened hearing was convened on August 16, 1988. 

In its Decision, dated September 1, 1988, the Board found that the proposed facilities were 
in the public interest. Specifically, they would increase access to the broader U.S. gas reserve base 
and provide transportation alternatives; enhance security of gas supply through diversification of 
sources; supplement developed storage in Ontario by giving access to Michigan storage space and 
permit the integration of the two storage systems; and, through increased ability to access and 
store U.S. gas bought at spot and firm prices, enhance the bargaining power of Union and its storage 
and transportation customers when negotiating the price of primary supplies of western Canadian 


A 


gas. 


iding secre- 
tarial services for the prepa- 
ration of an OEB Decision 


The Board found that the proposed pipeline was within its jurisdiction and dismissed TCPH 
motion on this matter. Leave to construct the proposed facilities was granted to Union subject { 
conditions. TCPL appealed the Board's Decision on the grounds that only the National Energ 
Board has jurisdiction in such a situation. The Divisional Court upheld the OEB Decision. — 


' 


Dawn 156 Storage Pipeline EBLO 227 
By letter dated June 6, 1988, Mr Ken McGregor complained to the Board about Union's construc 
tion of a NPS 30 pipeline across the McGregor property in Dawn Township. Union replied thz 
the pipeline construction was necessary so that the pool, underlying the McGregor property, coul 
store an additional 3.8 billion cubic feet of gas. Union claimed that the line in question was a gatherin 
not a transmission line, and that it had the right to enter upon these lands which were within th 
designated gas storage area without authorization of the Board. | 

The Board issued a Procedural Order, dated June 30, 1988, directing Union to cease construc 
tion immediately and appear before the Board on July 6. Following its review, the Board issue 
an interim decision concluding that the pipeline was a transmission line and notified all partie 
that it would hear evidence concerning this matter. In its Decision, dated August 15, 1988, th 
Board found that the pipeline was necessary to meet the storage requirements of both Union anc 
its storage customers. The Board lifted its stop-work order and granted Union an exemption t 
construct the transmission line. 

Union sought leave to appeal the Board's Decision before the Ontario Divisional Court or 
the grounds that Union has the right to construct pipelines within a designated gas storage area 
without further leave of the Board. This application for leave to appeal was denied, thus affirming 
the Board's jurisdiction. A further appeal by Union of the court's decision was also denied. 


Strathroy and Beachville Transmission Facilities Expansion Program EBLO 230 

On October 20, 1988, Union proposed the construction of two sections of NPS 42 pipeline looping 
its Dawn-Trafalgar transmission system: an 18-kilometre section from Strathroy gate station to 
Lobo compressor station, and a 20-kilometre section from the Beachville transmission station to 
the Bright compressor station. The new pipelines would complete Union's 42-inch looping pro- 
gram between the Dawn compressor station and the Kirkwall line extension; the pipeline would 
meet the increasing demand for transportation service by Union’s customers. 


The hearing for Union's 1989 facilities took place on December 6, 1988, and the Board approved 
the project on February 14, 1988. 


SCOHHCOEASOSOOLEOOO EEE 


GAS STORAGE APPLICATIONS 
TECUMSEH 


Designation of the Dow-Moore Pool EBO 147 


On January 26, 1988, Tecumseh applied to the Board to designate a depleted gas reservoir in Moore 
Township known as the Dow-Moore 3-21-XII Pool as a gas storage area. Tecumseh also requested 
authorization to inject gas into, store it in, and withdraw it from the pool. 

The Board found that this pool, which is jointly owned by Tecumseh and Union, is the largest 
remaining known pinnacle reef available for use as gas storage in southwestern Ontario. In its Report 
to the Lieutenant Governor in Council, submitted May 2, 1989, the Board recommended that the. 
lands overlaying the pool should be designated as a gas storage area. Designation being granted, 


the Board approved Tecumseh’s application to inject, store, and remove gas from the pool, subject 
to certain conditions. 45 


Dow-Moore Pool Pipeline EBLO 224 

The Board, in its Decision dated May 27, 1988, approved an application by Tecumseh to develop 
the Dow-Moore storage pool, and an application to construct a 7-kilometre NPS 24 pipeline to 
serve the pool. The new pipeline links Tecumseh’s compressor station to the pool. The pipeline 
has been designed and tested to accommodate the peaking service requirements of Consumers in 
conjunction with Tecumseh’s other storage pools. The pipeline has also been designed to accom- 
modate potential pressure elevations of the Dow-Moore pool. 


Dow-Moore Gas Storage Pool EBRM 89 

On June 5, 1988, the Minister of Natural Resources referred to the Board seven applications by 
Tecumseh for permits to drill into the Dow-Moore pool. The Board approved the applications subject 
to certain conditions in its Report of July 21 to the minister. A eee hearing was not held since 
the applications were not contested. 


Storage Rates to Include Dow-Moore Pool Facilities EBRO 455-1 

On August 30, 1988, Tecumseh filed an application with the Board requesting a rate increase to 
allow for the recovery of costs relating to the operation of the Dow-Moore storage facility. A one- 
day hearing was held on November 17, 1988. In its Decision, dated December 5, the Board indicated 
that interim rate relief was warranted to recover a projected deficiency of about $1.1 million resulting 
from the operation of this facility. Acquisition and development of this facility increased Tecumseh’s 
net investment by approximately 50 percent. 


Kimball-Colinville Pool EBRM 90/92 

Four applications by Tecumseh for permits to drill in the Kimball-Colinville pool were referred 
to the Board by the Minister of Natural Resources, three on June 6 and one on July 28, 1988. The 
Board approved the applications subject to certain conditions without a public hearing since they 
were not contested. 


UNION 

Dawn 156 Pool EBRM 91 

The Minister of Natural Resources referred two applications submitted by Union Gas for well permits 
in the Dawn 156 pool to the Board by letter dated July 5, 1988. The Board approved the applica- 
tions subject to certain conditions without a public hearing since they were not contested. 
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GLOSSARY OF TERMS AND ACRONYMS 


Argument The final step in a hearing, during which participants summarize their positions o 
various matters of concern based on the evidence adduced. 


Bcf One billion cubic feet, a measure of gas equivalent to 28.328 million cubic metres. 


Board Order A legal document directing the implementation of a Board Decision. An Order ; 
binding on the indicated parties. 


Board Recommendation Usually contained in a Board report to a minister or to the Lieutenan 
Governor in Council, on Ontario Hydro or some other energy-related matter. Board recommen 
dations are not binding except in matters set out under Section 23 of the Ontario Energy Board Act 


Bulk Power Rates Wholesale electricity rates to municipalities and certain industrial customer 
of Ontario Hydro having an average annual power demand of 5,000 kilowatts or more. 


Buy/Sell Agreement Arrangement whereby an end-user purchases gas from a producer and ther 
sells it to the local distribution utility which comingles that gas with other supplies. The end-user 
then buys gas from the local utility in the usual manner. The difference between the price paic 
to the producer and the price received from the local utility, minus any transportation costs, accrues 
to the end user. 


Bypass The total avoidance of the local distribution company’s system for the transportation of gas. 


Commodity Charge A charge per unit volume of gas actually taken by the purchaser, as distin- 
guished from a demand charge which is a constant charge based on the maximum volume a buyer 
has the right to take whether or not any gas is taken in a given period. 


Contract Carriage Transportation service provided for the transport of gas not owned by the trans- 
porting pipeline company; contract Carriage rates are sometimes referred to as T-rates. 


Contract Demand (CD) Gas which a utility or a customer has the contractual right to demand 
on a daily basis from the supplier of the gas. 


Demand Charge A monthly charge which normally covers the fixed costs of the system. The 
demand charge is based on the daily contracted volume and is payable regardless of volumes taken. 


Designated Gas Storage Area A land area containing geological formations into which the Board 
may authorize a person to inject, store, and remove gas. Injection of gas for storage into any geolog- 
ical formation outside a designated storage area is prohibited under Section 20 of the Ontario Energy 
Board Act. 


Direct Sales Purchases of natural gas supply negotiated between producers and end-users at prices 
excluding transportation; pipeline transportation arrangements must be negotiated separately with 
TCPL and the local distribution utility. 


Gigajoule (GJ) A measure of energy content in fuel. A typical residential consumer of gas might 
use about 130 gigajoules per year for household heating (one GJ of thermal energy equals approxi- 
mately 0.95 million cubic feet of natural gas). 


GWh Gigawatt hour 


Interrogatories Written requests for the supply of additional information, or clarification of infor- 
mation already received. 


Intervention Notice of intent to Participate in hearings, stating the interest in the proceeding. The 
person or group is called an intervenor. 


LDC Local distribution company 


NPS Nominal pipe size; for example, NPS 24 refers to a pipe with an approximate exterior diameter _ 
of 610 mm or 24 inches. 


Ontario Pipeline Coordination Committee (OPCC) An interministerial committee, chaired by a 
member of the OEB staff, and including designates from those ministries of the Ontario govern- 
ment which collectively have a responsibility to ensure that pipeline construction and operation 
have minimum undesirable impact on the environment. The environment, perceived in a broad 
sense, covers agriculture, parklands, forests, wildlife, water resources, social and cultural resources, 
public safety, and landowner rights. 


Rate Base The amount that a utility has invested in assets that are used or are useful in providing 
service, minus accumulated depreciation, plus an allowance for working capital and any other items 
which the Board may determine. Rate base may also be net of accumulated deferred income taxes. 


Rate of Return on Common Equity Utility income, after tax, expressed as a percentage of the amount 
of common equity approved for inclusion in the utility’s capital structure. 


Rate of Return on Rate Base The income, after tax, that a utility is allowed to earn expressed as 
a percentage of the rate base. Note that this return is not guaranteed to the utility. Rather, this 
is the return that the company has a reasonable opportunity to earn given forecast conditions. 


Revenue Requirement The allowed expenses of the utility are added to the allowed return on rate 
base to obtain the amount of revenue the utility must recover through rates to cover its costs of 
providing service. 


SGR System Gas Resale Arrangement, whereby a customer purchases gas from WGML at the 
Alberta border at a negotiated price. The gas is immediately resold to WGML/TCPL at the Alberta 
border at the price prevailing between the LDC and WGML/TCPL. The LDC then purchases 
the gas from WGML/TCPL at the Alberta border as part of its system supply, and the customer 
continues to be a sales customer of the LDC. 


System Gas Gas supplied under contract to TCPL by gas producers. 
TCPL TransCanada PipeLines Limited 


Test Year A prospective period of twelve consecutive months (usually the company’s next full 
fiscal year) for which projections of revenues, costs, expenses, and rate base are studied by the 
Board in order to set rates which will allow the utility the opportunity to earn a reasonable rate 
of return. 


Throughput Volume Gas sales, direct purchase and transportation volumes, and, where applica- 
ble, storage volumes. 


Unbundled Rate A rate for an individual, separate component of service offered by a distributor, 
as opposed to a rate which combines the costs of a variety of component services. 


WMGL Western Marketing Group Limited 
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ESSAGE FROM THE CHAIRMAN 


eo fix 


Wychowanec, Q.C. Chairman 


D uring the 1980s the natural gas industry in Ontario was shaped by two significant events over which 
it had little or no say: the federal National Energy Program (NEP), introduced in October 1980, and 
the Agreement on Natural Gas Markets and Prices, signed by the federal government and the producing 
provinces of western Canada in 1985. 

The NEP imposed a regulated price on the sale of gas to local distributors, while the agreement, in a 
complete turnaround, deregulated the price. That the utilities and the Board, under existing legislation, 
could adapt to these significant changes and the wide-ranging implications underlines the flexibility of 
the regulatory climate in this province. Not only can the natural gas utilities flourish in Ontario, but they 
can also ensure a high level of service to consumers of gas. 

The 1980s also saw an unprecedented series of changes of ownership of all three of the major utilities 
in Ontario and the introduction of ‘undertakings’ between these utilities and the Lieutenant Governor in 
Council. By these undertakings, the utility as well as its parent and holding companies agreed not to enter 
into non-regulated enterprises without prior dispensation by the Board and to conduct their utility- 
related business affairs in a manner acceptable to the Lieutenant Governor in Council. 

Inthe coming decade, which is being referred to as the ‘green decade,’ sustainable development, global 
warming, and the conservation ethic will all assume major significance. Environmental concerns are 
clearly becoming more important in determining how business will be conducted, and they will continue 
to have a considerable impact on Ontario’s natural gas utilities and on Ontario Hydro. 

The public concern for the environment will provide the gas utilities with new opportunities for the 
sale of gas, but it will also encourage conservation. Additional transmission and storage capacity will 
become increasingly important issues for the 1990s, but these needs must be balanced against the concerns 
of landowners affected by the construction of transmission pipelines and the development of storage 
pools. The resolution of these conflicting policies, forces, and interests within the regulatory framework 
will be the challenge not only for this Board but also for those it regulates. 

The summaries of the Board’s decisions during the past fiscal year reflect the continuing reverberations 
of deregulation, the ‘bypass’ decisions (decisions on requests for special rates for transportation of gas) 
being prime examples. The first-time review of a cogeneration project (that of ICG Utilities (Ontario) Ltd 
and Boise Cascade Canada) noted that the laudable objective of encouraging non-utility generation of 
electricity may conflict with the objective of maintaining a pure utility, The Board received and dealt with 
a number of applications to drill wells in southwestern Ontario for the purpose of finding and developing 
storage pools. The Environmental Guidelines developed by the Board for locating, constructing, and 
operating hydro-carbon pipelines were applied mutatis mutandis to well-drilling permit applications. In 
addition, the Board gave permission for construction of the first phase of a NPS 48 transmission pipeline 
to traverse southwestern Ontario. This was also a first, since affected landowners received intervenor 
funding and mounted a full-scale intervention. 

Another first for the Board was the decision to hold a generic hearing to examine the possible 
implementation by Ontario’s gas utilities of least-cost utility planning to consider different means of 
meeting customer demands as well as environmental impacts when planning distribution systems. Time 
permitting, the generic hearing will take place in early 1991. 

The Board also delivered its annual report on Ontario Hydro’s bulk power rate increase. In addition 
to recommendations on the magnitude of the proposed increase, the Board suggested a public review of 
Hydro’s avoided-cost methodology and greater efforts on the part of Ontario Hydro to encourage 


conservation of electricity, as well as a review of its net income policy. 


7 


In short, during the 1989-90 fiscal year, the Board has dealt with recurring rate-setting issues and v 
new issues that will gain greater prominence in the future. The Board’s basic mandate of regulatir 
natural monopoly is evolving. Not only must the Board, through rate regulation, ensure that 
companies, in return for a reasonable return on investment, provide an adequate quality of servic 
reasonable prices to customers without undue discrimination, but it must also recognize and supE 
initiatives that will ensure the efficient and wise use of energy. 

The challenges of the next decade for the utilities and for this Board are many. Iam confident they 1 


be met. 


eae eats 


S.J. Wychowanec, Q.C. 
Chairman, Ontario Energy Board 


Board members on March 31, 1990, from left to right, R.R. Perdue, M.L. Kliman, R.MLR. Higgin, C.W.W. Darling, V.W. Biels 
O.J. Cook, Chairman S.J. Wychowanec, D.A. Dean, R.D. Walker, C.A. Wolf Jr 


NTRODUCTION 


0 ntario relies heavily on natural gas as an energy source and as a feedstock, primarily in the produc- 
tion of chemicals. Natural gas is the major fuel for all sectors of the economy except transporta- 
tion, and itis the primary fuel used in heating space and water in the province. Indeed Ontario uses more 
natural gas than any other consuming province and accounts for approximately 41 percent of the total 
demand for Canadian natural gas. Natural gas provides approximately 30 percent of the energy 
consumed in the province. Electricity provides about 18 percent of the energy consumed in Ontario, and 
its use is growing. Liquid fuels (oil and natural gas liquids), coal, and wood provide the balance of 
Ontario’s energy consumption. 

The Ontario Energy Board regulates the natural gas industry through the setting of rates, authorizing 
the construction of transmission lines, and approval of franchise agreements. The Board also advises the 
Minister of Energy on general matters relating to the natural gas industry, as well as matters relating to 
Ontario Hydro. In all its considerations, the Board endeavours to ensure that rates are fair, that supply is 
secured, and that the public interest is upheld. ; 

The report that follows outlines the Board’s mandate and its role and responsibilities in fulfilling that 
mandate. It provides a tabular listing of all the Board’s activities over the past year, and discusses some 
of these activities briefly. 


MANDATE 


The Ontario Energy Board was formed in 1960 to provide an impartial formal mechanism for regulating 
specific aspects of Ontario’s natural gas industry. In addition to its regulatory responsibilities, the Board, 
when requested in references from the Lieutenant Governor in Council, the Minister of Energy, or the 
Minister of Natural Resources, will advise on matters relating to energy, suchas changes made by Ontario 
Hydro to its bulk power rates. In all its activities, the primary objective of the Ontario Energy Board is to 
ensure that the public interest is served and protected. 

Most of the Board’s responsibilities stem from legislation as set out primarily in the Ontario Energy 
Board Act. In addition, six other statutes give jurisdiction to the Board: 

e the Municipal Franchises Act; 

e the Petroleum Resources Act; 

e the Public Utilities Act; 

e the Assessment Act; 

¢ the Toronto District Heating Corporation Act; 
e the Intervenor Funding Project Act, 1988. 

The Intervenor Funding Project Act was proclaimed on April 1, 1989, by the Lieutenant Governor in 
Council. As a three-year pilot project, the act establishes a procedure to provide for advance funding to 
intervenors in proceedings before a number of boards, including the Ontario Energy Board. It sets out 
specific criteria which the funding panel, established under the act, must consider in deciding whether to 
award funding to an intervenor. 


ROLE AND RESPONSIBILITIES 
SETTING RATES FOR NATURAL GAS 


Each natural gas utility sells and transports gas in franchised areas of the province. Competition now exists 
in the sale of energy: buyers may purchase gas directly from producers or from the distributors, or they 
may turn to other sources of energy. Since the transportation of gas involves an extensive network of 
pipelines and storage facilities, a monopoly arrangement is most efficient; it avoids duplication and the 
cost increases that would otherwise result. 

In Ontario, rates for the sale of gas must be approved by the Board. Gas distributors are required by 
legislation to submit their proposed rates to the Board for review and approval, which usually takes place 
on an annual basis. Rates for each utility are set following a public hearing. A major rate hearing lasts 


4 


approximately three to four weeks. 


Rates vary among classes of customers: residential, commercial, and industrial. In setting rates, th 
Board’s objective is to reflect the costs imposed on the system by the varying demands of different classe 
of customers. Residential demand for natural gas as a heating fuel, for example, changes according to th 
weather and the time of day. As a result, it costs more on a per unit basis to provide service to residentia 
users than to industrial customers, who use relatively large amounts of gas at a more constant level. 

In setting rates, the Board tries to strike a balance between the prices to be paid by customers and th 
rate of return which shareholders of the utilities are allowed to earn on their investment. Rates are to b 
‘just and reasonable’ for both customer and shareholder. In making its decisions, the Board considers past 
present, and projected expenses, along with current and forecasted economic conditions and trends an 
the earnings expectations of the utility operators. 

The Board may grant interim rate relief to either company or customers in cases where significan 
changes in a utility’s costs or revenues have occurred or will occur. In such cases, an interim rate hearin 
may be held, which usually takes one or two days. Interim rates are subject to revision and are not fina 
until the rates application is completed and the Board has issued its Decision and Order. 

As well as ensuring that utilities charge reasonable rates, the Board also must consider, as part of th 
rate hearings, the quality of service the utility provides. 


The Consumers’ Gas Company Ltd. is Canada’s largest natural gas distribution utility serving approxi 
mately 1,019,620 residential, commercial, and industrial customers in south, central, and eastern Ontaric 
Through affiliated companies not regulated by the Board, Consumers Gas also supplies western Quebe 
and northern New York State. At its year end on September 30, 1989, Consumers Gas’ rate base was $1.49. 
billion. During that year Consumers Gas’ total throughput was 10.472 billion cubic metres, with tota 
revenues of $1.8 billion. On March 7, 1990, British Gas plc announced its intention to purchase all of th 


common shares of Consumers Gas. The Board began its review of the proposed transaction in a publi 
hearing that started June 26, 1990. 


NPS 36 pipeline construction by Consumers Gas; the sideboom cradles a concrete-encased section before it is submerged at | 
reservoir. 


“hristiane Wong, Ena Petersen- 
‘rajkov, and Veronica Daniel are three 
nembers of the support staff. 


Union Gas Limited is the second largest gas distributor in Ontario, serving customers in southwestern 
Ontario. It also operates a network of transmission pipeline, storage, and compression facilities for 
customers and other utilities in eastern Ontario and Quebec. As of March 31, 1990, Union’s rate base was 
approximately $1.15 billion. It served over 596,000 residential, commercial, and industrial customers, 
generating a total system throughput of 15.9 billion cubic metres for fiscal 1989, which includes gas 
transported for other utilities. Total volumes of gas delivered to Union’s distribution customers (which 
includes both sales and transportation only customers) was 8.2 billion cubic metres. Total revenue for 
Union in fiscal 1990 was $1.2 billion. 


ICG Utilities (Ontario) Ltd serves approximately 100 commmunities in northwestern, northern, and 
eastern Ontario. Its natural gas distribution system comprises approximately 6,142 kilometres of pipeline 
originating at more than 76 delivery points on the TransCanada Pipelines Limited (TCPL) transmission 
system. The ICG system is composed of a series of laterals running off the TCPL system as the latter crosses 
Ontario, starting at Kenora and extending to Lake Ontario and the St Lawrence River. As of December 31, 
1989, ICG’s average rate base was over $411 million. Serving approximately 175,000 customers, ICG’s 
system throughput totalled 3.568 billion cubic metres. ICG’s total revenue in fiscal 1989 was some $506 
million. 


Natural Resource Gas Limited (NRG) isasmall utility serving 2,028 customers in the Aylmer 
area. As of September 30, 1989, NRG’s average rate base was $3.313 million and total gas sales 
were 12,274 million cubic metres. The company generated approximately $3.113 million of 
revenue in its 1989 fiscal year. 


Tecumseh Gas Storage Limited is a gas storage company operating in southwestern Ontario which 
is jointly owned by Imperial Oil Ltd and Consumers Gas. Consumers Gas is the sole operator of the 
company. In its fiscal 1990 year Tecumseh generated approximately $19 million in revenue. Tecumseh’s 


only customers are Union and Consumers. 


P| CONSUMERS GAS 
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Natural Gas Distribution in Ontario 


An aerial view of Ontario Hydro’s nuclear generating station at Darlington 


REVIEWING ONTARIO HYDRO RATES 


Ontario Hydro’s bulk power rates (wholesale rates for municipalities and certain industrial customers) 
are set by Hydro’s own board of directors. However, Ontario Hydro is required to submit any proposed 
change in its rates to the Minister of Energy who then refers the proposal to the OEB, along with full 
technical information and financial data. After a public hearing, which usually begins in late May or early 
June and runs for about four weeks, the Board submits a report with recommendations to the Minister of 
Energy on or before August 31 each year. The Board’s role is an advisory one and its recommendations 
are not binding on Ontario Hydro. 

Ontario Hydro is the province's largest crown corporation. As of December 31, 1989, Ontario Hydro 
had assets of $36.28 billion. It served, at that date, more than3.55 million customers directly and indirectly, 
over 85 percent being residential. Provincial sales of 134,000 GWh and export sales of 2,300 GWh 
produced revenue of $6.3 billion. 


REFERENCES AND GENERIC HEARINGS 


The Lieutenant Governor in Council, the Minister of Energy, or the Minister of Natural Resources may 
refer a matter to the Board for a public hearing and report. These references normally concern energy- 
related matters and generally attract widespread public interest. The Board’s reports are advisory in 
nature. 

In addition, changes in ownership of utilities may be referred to the Board for a hearing and report. 
The leave of the Lieutenant Governor in Council is required when a utility wishes to sell its assets or 
amalgamate with another utility, and when any person wishes to acquire shares of a utility to the extent 
that more than 20 percent of any class of shares changes ownership. The Board may recommend 


exemption from a hearing or may hold a hearing and submit its report and recommendations to the 
Lieutenant Governor in Council. 


_ Catharine Haza, summer student, and 
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The Board may also hold generic hearings on its own initiative.on matters under its jurisdiction. Such 
hearings are usually held in response to an emerging trend or an area of growing interest or concern, and 
deal with a subject in a broader context than issue-specific hearings. 


APPROVAL OF FACILITIES 


Utilities wishing to construct a transmission line for natural gas in Ontario must obtain Board approval. 
In addition, all construction proposals are reviewed by the Ontario Pipeline Coordination Committee 
(OPCC), an interministerial committee concerned with the environmental and safety aspects of pipeline 
construction. The OPCC is chaired by a staff member of the OEB, and it includes representatives from the 
ministries of Agriculture and Food, Energy, Environment, Consumer and Commercial Relations, Natural 
Resources, Culture and Communications, Municipal Affairs, and Transportation. Other regional agen- 
cies, with which the natural gas utilities consult in the early stages of their planning, are also represented 
as required. 

The OPCC tries to ensure that the construction of pipelines does not have any long-term negative effect 
on the environment and that the short-term impact during construction is minimized. With these 
objectives in mind, each proposal is reviewed, alternative routes or sites considered, and issues resolved 
before formal application for leave to construct is filed with the Board. 

When a utility applies to the Board for approval, the Board assesses whether the construction is in the 
public interest, considering safety, economic feasibility, community benefits, security of supply, benefits 
for the utility, and environmental impact. The Ontario Energy Board’s Environmental Guidelines for Lo- 
cating, Constructing, and Operating Hydrocarbon Pipelines in Ontario sets out its requirements. The Envi- 
ronmental Guidelines were developed in concert with provincial ministries and agencies whose mandates 
are affected by pipeline construction. Finalized and distributed in January 1990, the Environmental 
Guidelines incorporate the latest standards and mitigation practices of each of the ministries. They also 
provide for greater public participation in the planning process for pipeline construction. 

When a project is approved, the Board issues an order for leave to construct. The Board also grants the 
authority to expropriate land for transmission pipelines and related facilities and authorizes any pipeline 


crossings of highways, utility lines, and ditches. 


APPROVAL OF FRANCHISE AGREEMENTS 

Each municipality may grant to a gas utility the right to provide gas service and use road allowances in 
the municipality. A prerequisite to the essential by-law granting the franchise is the Board’s approval of 
the terms and conditions of the franchise agreement. 

Many of the existing agreements date back thirty years and more. Because circumstances have changed 
substantially since the original agreement was made, the negotiation between the municipality and utility 
canbea lengthy and complex process. In 1985 the Municipal Franchise Committee was formed to develop 
a model franchise agreement which could be used as the basis for all new and renewed agreements. The 
model agreement came into effect in 1988 and sets out standard conditions for gas distribution, the use 
of road allowances, construction approvals, and procedures for restoring lands after construction. 

In 1989-90 the Board heard fifty-two franchise renewals based on the model agreement at a consider- 


able savings of time and expense. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


No person is allowed to construct any works to supply gas without Board approval. The approval, in the 
form of a certificate, is not given unless public convenience and necessity appear to support approval. 


Ma 


NATURAL GAS STORAGE 


Vital to the natural gas distribution system in Ontario is the ability to store gas. Gas storage pools therefor 
represent a natural resource of economic significance to the province. The main storage sites are depletec 
gas pools in southwestern Ontario. These storage pools are used by transmitters and distributors to mee 
fluctuating demand and to draw on in case of emergency. Gas is normally injected into storage during th 
summer months when demand is low, to be withdrawn in high-consumption periods during the winter 
This balancing of load makes it possible for the transmission system from western Canada to operat 
efficiently. 

Gas may not be injected into any geological formation unless it is a designated gas storage area 
described in Regulation 700, Revised Regulations of Ontario, 1980, under the OEB Act. In reviewing 
applications for the use of such areas, the Board considers the geology of the pool, its suitability, the 
appropriate boundary of the area to be designated, the applicants’ rights to use the storage capacity, th 
need for it, and the economic viability of developing the storage pool. The Board recommends to the 
Lieutenant Governor in Council designated gas storage areas, authorizes their use, and in cases where th 
applicants and landowners have not reached agreement, determines the compensation payable tc 
landowners. 

Applications for drilling permits for wells within a designated gas storage area must be referred to the 
Board for consideration by the Minister of Natural Resources, whose department issues the permits. If the 
applicant is the authorized operator of the gas storage area, the Board has discretion as to how it shoule 
process the application before reporting to the Minister. If the applicant is not the authorized operator 
the Board must proceed by way of a public hearing. 

Applications to inject fluid and to pressurize a geological formation also require a permit from the 
Ministry of Natural Resources. If the injection well is within 1.6 kilometres of a designated gas storagt 
area, the minister is required by the Petroleum Resources Act to seek a report from the Board. 

The Board regulates the joining of the various interests within a spacing unit, field, or pool for the 
purpose of drilling or operating gas or oil wells, the designation of management, and the apportioning 
of the cost and benefits of such drilling or operation. 


OTHER MATTERS 


Natural gas utilities must conform toa uniform system of accounts as prescribed by the Board. No chang 
in accounting methods may take place without the Board’s approval. The Board is continuing its firs 
significant review and upgrading of the regulation which prescribes the classification of accounting sine 
it was made under the OEB Act in 1966. 

The Board receives information regularly from natural gas utilities regarding financial operations anc 
performance. Ifa utility is earning either too little or too much compared with its allowed rate of return 
the Board’s Energy Returns Officer and his or her staff may conduct a special investigation. The Boarc 
may, on its own motion, require a utility to appear before it to explain its earnings and if necessary review 
the rates. 

The nature of public utilities changes along with the economic and social environment in which they 
operate. Accordingly, it is appropriate for the Board continually to review legislation relating to publi 
utilities and, if necessary, to propose amendments. 
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FINANCIAL STRUCTURE 


The Ontario Energy Board Act authorizes the Board to recover its costs by charging an appropriate portion 
of these costs to the utilities involved in Board hearings and related activities. Following a hearing, the 
Board issues a cost order to the utility concerned. This represents payment towards costs incurred by the 
Board and also, when ordered, those incurred by the intervenors. The amount to be paid to the Board 
includes out-of-pocket and direct expenses attributable to a specific hearing, as well as a contribution 
towards the Board’s fixed costs, including overhead and payroll. 

In fiscal 1989-90, the Board operated with an approved budget of $5.7 million. Of this amount, 75 
percent will be recovered by means of cost orders issued to utilities. 


THE PUBLIC HEARING PROCESS 
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ublic hearings provide an essential mechanism with which the OEB can carry out its mandate 
P| Public hearings also provide a forum for groups or individuals, who may be affected by the Board’ 
decisions, to express their concerns. Such public participation helps to ensure that the Board, in reachin 
a decision, will be informed and will consider a wide variety of views and interests. The hearing proces 
includes eleven steps. | 


1 INITIATION 


The hearing process begins: 


¢ upon receipt of an application; or 

* upon receipt of a reference from the Lieutenant Governor in Council, the Minister of Energy, or th 
Minister of Natural Resources; or 

¢ upon notice from the Board that it will initiate proceedings to consider a matter under its jurisdictior 


2 NOTICE OF APPLICATION 


Applicants are required to serve the Board’s notice of the application on all affected parties and intereste 
public groups. If the Board itself has initiated a hearing, it will serve the notice. For a major rate case, | 
natural gas utility usually will publish notices of its application in regional daily newspapers. 

When an application affects people residing in certain government-designated areas, all notices als 
must be published in French in French-language newspapers. A notice must appear in a French weekh 
newspaper if no French daily newspaper is published in the area. 


3 INTERVENTIONS 


Interested groups or individuals wishing to participate in the hearing are referred to as ‘intervenors.’ Ti 
ensure their eligibility to participate in the hearing, they must file an intervention, which explains thei 
reasons for wishing to take part. 

In 1989-90 participants could request costs for their participation at the conclusion of the hearing. O: 
April 1, 1989, the Intervenor Funding Project Act, 1988, went into effect. It established a procedure tha 
allows intervenors to apply for advanced funding before the hearing begins. A funding panel appointec 
by the Board decides on the eligibility of applicants for intervenor funding and the amount of each award 
Participants may continue to ask for costs at the conclusion of the hearing as before. 


4 NOTICE OF HEARING 


Once the Board has determined the scope and the nature of the hearing, it directs the applicant to serv 
notice of the time and place of the hearing on all parties who have intervened. 


5 PRE-HEARING DOCUMENTATION 


To allow sufficient time for all parties to review information pertaining to the application, the applican 
must file evidence in support of its application two to three months before the hearing begins. Board staf 
and intervening parties may also seek additional information by way of written interrogatories. Thes 
interrogatories are answered by the utility before the hearing commences. Board staff and intervenor 
may also submit their own evidence to support a specific position in the hearing related to the application 

In the case of applications for the construction of pipelines, which are reviewed by the Ontario Pipelin 
Coordination Committee, the normal requirements of pre-filed evidence would include route selectio1 
and environmental impact studies. 
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6 PROCEDURAL ORDERS 


The Board may issue procedural orders specific to the case. Such orders may set the date for a hearing, 
for example, or contain deadline dates for completing certain procedural matters such as the filing of 
supporting evidence, interrogatories, and answers thereto. Procedural orders may also set forth a list of 
the issues to be dealt at the hearings. 


7 ‘FIRST DAY’ PROCEEDINGS 


Before the hearing of evidence commences, the Board panel may review procedural matters, technical 
issues, and the general approach to the hearing. This gives the parties involved an opportunity to become 
familiar with the application and to identify all the issues they wish to address in the hearing. 


8 THE HEARING 


The Board ensures that sufficient evidence is presented, tested, and put on the record, so that an informed 
decision can be made. The applicant usually testifies first, through written evidence and the presentation 
of witnesses. Intervenors and counsel to Board staff then question these witnesses, and may offer 
witnesses of their own. These witnesses may be cross-examined by the applicant or by the other 
intervenors. Whenall evidence has been received, each party may offer asummation in the form of written 
or oral argument as directed by the Board. 

The pre-filed evidence, arguments, and transcripts of the hearing are a matter of public record and are 
available at the Board office in Toronto. 


9 BOARD DECISIONS/REPORTS 


Depending on whether the hearing was a result of a reference, or either an application or a notice from 
the Board, the Board summarizes its deliberations in a document referred to as a ‘Report,’ or a ‘Decision 
with Reasons.’ These documents discuss all the issues and arguments raised in the hearing and contain 


the Board’s recommendations or findings. Depending on the complexity of the case, the document will 


appear a few weeks or months after a hearing. Copies of the document are available from the Ontario 
Government Bookstore, 800 Bay Street, Toronto, upon payment of a modest prescribed fee. Persons 
involved in the hearing receive copies of the document from the Board. 

In most cases referred to it by the Lieutenant Governor in Council, the Minister of Energy, or the 
Minister of Natural Resources, the Board’s recommendations are not binding. The appropriate minister 
or the Lieutenant Governor in Council decides whether or not the recommendations should be imple- 
mented. In the case of references from the Minister of Natural Resources with respect to drilling permits, 


however, the recommendations are binding upon the minister. 


10 BOARD ORDER 
A Board Order is a legal document which directs the implementation of a Board Decision and is binding 


on the parties named. 


11 REVIEW AND APPEAL 


A Decision or Order of the Board may be appealed by: 

¢ applying to the Board requesting that it rescind or vary its Order; 

e petitioning the Lieutenant Governor in Council; 

¢ appealing an Order to the Divisional Court upon a question of law or jurisdiction; 
¢ applying to the Divisional Court for judicial review of a Board Decision. 


REVIEW OF ACTIVITIES | 
| 
| 
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Ontario Energy Board, Summary of Activities, April 1, 1989 — March 31, 1990 


CASE 
IRE FILE NUMBER APPLICANT CASE DESCRIPTION 


Natural Gas Rate Applications 


EBRO 451 NRG Fiscal year 1989 rate adjustment 

EBRO 455 Tecumseh Fiscal year 1990 rate adjustment 

EBRO — 456 Union Fiscal year 1990 rate adjustment 

EBRO  456-4-A Pembina Request to vary | 
EBRO 456-7 Union Storage rate for National Steel | 
EBRO 457 CEL Special rate application (Union) . 
EBRO 458 Northland Power Special rate application (ICG) 

EBRO 459 Ontario Housing Corporation Rate dispute with Consumers 

EBRO 462 Union Fiscal year 1991 rate adjustment 

EBRO 464 Consumers Gas Fiscal year 1990 limited issues rate review 

EBRO 465 Consumers Gas Fiscal year 1991 rate adjustment 


Reference from the Minister of Energy regarding Ontario Hydro 
HR 18 Ministry of Energy Hydro rate fiscal year 1990 | 


Reference from Lieutenant Governor in Council 


EBRLG 33 ICG Boise Cascade cogeneration project 
EBRLG 34 Inter-City Gas Corporation Change in control of ICG to Westcoast Energy Inc. 
EBRLG™ 35 Consumers Gas Change in control of Consumers Gas (British Gas plc) 


Pipeline Construction and Appropriation 


EBLO 230 a-x Union Strathroy and Beachville expropriations 
lee) Wey Consumers Gas Horseshoe Valley pipeline 

EB LOMZ 35 ICG Oil Springs East pool 

EBLO 234 Union Dawn-Trafalgar pipeline expansion 
EBLO! 235 Consumers Gas Parkway Belt West pipeline 


Pipeline Exemptions 


PL 67 Union Sombra Pool pipeline 

PL 68 Union Enniskillen storage pool pipeline 

IPAL 69 ICG Northland Power - Cochrane project 
PL 70 Union Burford and Brantford pipeline 

Rie 71 ICG Town of Kirkland Lake pipeline 

PAE: 72 Union City of Nanticoke pipeline 
Franchise Approvals 
EBA 471 Consumers Gas Village of Rockcliffe Park 

EBA 484 ICG Town of Cobourg 

EBA 536 ICG Town of Port Hope 

EBA 538 Union Township of Euphemia — Renewal 
EBA 539 . Union Township of Mitchell 

EBA 540 Union Separated Town of St Mary’s 

EBA 541 Union Township of Blanshard 

EBA 542 Union Township of Downie 


_ CASE 


| TYPE FILE NUMBER APPLICANT CASE DESCRIPTION 
Franchise Approvals (continued) 
EBA 543 Union Township of Ellice 
EBA 544 Union Township of North Easthope 
EBA 545 Union Township of South Easthope 
EBA 546 Union Township of Fullarton 
EBA 547 Union Township of Hibbert 
|EBA 548 Union Police Village of Dublin 
EBA = 549 Union Township of Logan 
EBA 550 Union Town of Goderich 
EBA 551 Union Town of Seaforth 
EBA . 552 Union Township of Goderich 
| EBA 553 Union Township of Hullett 
[EBA 554 Union Township of Sarawak 
| EBA 555 Union Town of Tecumseh 
EBA 556 Union Township of Sandwich South 
EBA O/, Union Township of Tuckersmith 
EBA 558 Union Township of Flamborough 
EBA 559 ICG Town of Nickel Centre 
EBA 560 Consumers Gas Town of Wasaga Beach 
EBA 561 Union Town of Amherstburg 
EBA 562 Union Township of Anderdon 
_ EBA 563 Union Township of Derby 
EBA 564 Union Town of Essex 
WEBA . 565 Union Town of Fergus 
EBA 566 Union City of Guelph 
EBA 567 Union Township of Guelph 
EBA 568 Union Township of Malden 
EBA 569 Union Township of Nichol 
EBA 570 Union Township of Gosfield North 
EBA 571 Union Township of Norwich 
|} EBA = 572 Union Township of Pilkington 
EBA 573 Union Township of Puslinch 
EBA 574 Union Village of St Clair Beach 
EBA 575 Union Township of Sandwich West 
EBA = 576 Union Township of Gosfield South 
EBA 577 Union Township of Tilbury North 
EBA 578 Union Township of Tilbury West 
EBA 579 Union Township of West Garafraxa 
EBA 580 Union Town of Tillsonburg 
EBA 581 ICG Township of Perry 
i EBA 582 ICG Township of Opasatika 
_ EBA 583 ICG Township of Machin 
EBA = 584 Union Township of West Nissouri 
| EBA = 585 ICG Township of Thessalon 
EBA 586. Union Village of Elora 


CASE 
TYPE FILE NUMBER 


APPLICANT 


CASE DESCRIPTION 


Other Ontario Energy Board Orders 


EBO 157 C-LL Special rate application (Union) 

EBO ig) Consumers Gas/ Others Romney 6-13-IV pool spacing 

EBO 160 Union Storage agreement with ICG 

EBO 161 ICG Boise Cascade cogeneration project 

EBO 162 Union Storage agreement with National Steel Corp. | 
EBO 164 Clearbeach Resources West Becher — Designated manager 
EBO 165 Clearbeach Resources Clearville — Designated manager 

EBO 166 Union Blanket storage approval 

EBO 167 ICG Oil Springs East pool 


Certificates of Public Convenience and Necessity 


EBC 139-B ICG Horseshoe Valley — Highlands 
EBC 190 Consumers Gas Town of Wasaga Beach 

EBC 191 ICG Township of Perry 

EBC 192. ICG Township of Opasatika 


Reports to Minister of Natural Resources 


Permit to drill — Zone well 


EBRM 93 Barnes 

EBRM 94 Union Permit to drill - Sombra 

EBRM 95 Union Permit to drill — Enniskillen storage pool 
EBRM 96 Dow Chemical Permit to inject salt solution mining 

EBRM 97 Farmers Oil & Gas Permit to drill —- Farmers 7, Romney 2-14-III 


Uniform Accounting Orders 


UA 77 Consumers Gas General service discount — January 1, 1989 

UA 78 ICG Management audit deferral account 

UA 79 Consumers Gas Minimum cost limits for certain accounts 

UA 80 ICG Deferral account — Reduction in cost of service 
UA 81 ICG Disposition of shared services deferral account 
UA 82 ICG Deferral account — TCPL tolls 

UA 83 ICG Extension of deferral account 

UA 84 ICG Deferral account — Rate hearings 

UA 85 ICG Deferral account — Spot transportation 


ONTARIO HYDRO REVIEW 
BULK POWER RATES PROPOSAL HR 18 


On April 30, 1989, the Minister of Energy referred to the Board Ontario Hydro’s proposal to increase its 
bulk power rates effective January 1, 1990. Hydro proposed an average rate increase of 5.2 percent based 
on a net revenue requirement of $6,643 million, which represented an increase of $474 million over 1989 
revenue. 

The Minister of Energy requested the Board to consider the implications of the efficiency and 
effectiveness reviews, which had been prepared by management consultants after examining Hydro’s 
corporate structure and productivity targets. The Board also examined Hydro’s energy management 


plans and programs to determine their appropriateness and their effectiveness in meeting Hydro’s ob- 
jectives. 


Doug Cochran, senior technical advisor, 
researching for Board members 


hd | 


The Board Report, issued on August 31, 1989, contained fifty-two recommendations, including a 
recommended rate increase of 3.6 percent based on a net revenue requirement of $6,579 million. Among 
the recommendations were suggestions that there be an external audit of the Darlington nuclear 
generating station, at present under construction, and a public review of Hydro’s avoided-cost method- 
ology. The Board recommended that Hydro establish targets for the generation of electricity by private 
sources and that programs of financial assistance for that generation be undertaken. In its recommenda- 
tions, the Board suggested that Hydro should make labour productivity an important priority for the 
1990s, that itincrease its demand management target, and that it review its long-term borrowing program, 
its provision for future major costs (such as the replacement of pressure tubes in the nuclear generating 


stations), its depreciation policies, and its net income policy. 
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This mill at Elora is one example of non-utility generation of hydroelectric power. 


OTHER REFERENCES 
COGENERATION HEARING EBRLG 33 


By an Order in Council dated June 12, 1989, the Ontario Energy Board was directed by the Lieutenant 
Governor in Council to make recommendations, after holding a public hearing, on ICG Utilities (Ontario) 
Ltd’s proposal to construct a cogeneration project on the premises of Boise Cascade Canada’s pulp and 
paper mill in Fort Frances, Ontario. In its proposal ICG sought exemption from certain articles of 
undertakings it had entered into with the Lieutenant Governor in Council in 1988 that bar it from investing 


in non-utility activities and require approval of transactions between it and its affiliate companies 
amounting to more that $100,000 annually. 
ICG proposed to have the cogeneration project owned by ICG and held as a division within the utility] 
company. The Board was asked to determine whether or not ICG should be permitted to structure the| 
project in this way as well as to report on whether ICG’s investment in the cogeneration project, and the 
resulting income tax deferrals, should be separated from ICG’s gas distribution activities for aaa 
purposes. | 
The Board’s Report, dated December 21, 1989, recommended that ICG should be permitted to invest 
in the cogeneration project subject to certain conditions: | 
e ICG, its shareholders, and parent companies should execute an penaent to the 1988 undertakings| 
to obtain dispensation of the Lieutenant Governor in Council, upon recommendation of the Board, for 
investment in a non-utility before any binding contractual obligations are entered into or any funds) 
expended; 
° the cogeneration project should be established in a legally and financially separate corporate entity as: 
soon as possible; 
° IGC, its shareholders, and parent companies should execute an undertaking to indemnify the | 
regulated utility and its ratepayers against all direct and indirect liabilities and any additional costs 
arising from its non-utility investments. 


The Board also recommended that the Lieutenant Governor in Council grant an exemption as requested | 
regarding the supply of gas to the cogeneration project, but that it should deny ICG’s request for special 
accounting treatment in the absence of legal separation of the project from the utility operations of the ICG. | 
The Board recommended that ICG’s request to have the assets and income of the cogeneration project 
separated from those of the regulated utility for ratemaking purposes should also be denied. In its Report, 
the Board recommended that the Government of Ontario clarify its policy on the role of gas utility 
companies in developing non-utility electric generation projects in the province. 

The Lieutenant Governor in Council had not responded to the Board’s Report by the close of the 
Board’s fiscal year. 


ACQUISITION OF ICG UTILITIES (ONTARIO) LTD EBRLG 34 


By Order in Council dated October 12, 1989, the Lieutenant Governor in Council requested that the 
Ontario Energy Board examine and, after holding a hearing, report on whether or not leave, as required 
by the 1988 undertakings between the Lieutenant Governor in Council and the utility and its corporate 
parent, should be granted to Inter-City Gas Corporation for a change in control of ICG Canada. Inter-City 
was seeking approval to transfer ownership of ICG Canada and ICG Utilities (Ontario) Ltd to Westcoast 
Energy Inc. as set out in a letter of understanding between Westcoast and Inter-City dated July 4, 1989. 
In its Report to the Lieutenant Governor in Council, dated January 31, 1990, the Board recommended 
that Inter-City Gas Corporation be granted leave. Approval was contingent upon Westcoast and its 
affiliate companies, which will control ICG (Utilities) Ontario Ltd, executing a set of revised undertakings 
to replace those entered into in 1988. The Board also recommended that approval be subject to compliance 
with conditions covering matters of the public interest not encompassed in the revised undertakings. 


ACQUISITION OF THE CONSUMERS’ GAS COMPANY LTD. EBRLG 35 


British Gas plc applied to the Board on March 16, 1990, in accordance with Section 26 of the OEB Act for 
leave of the Lieutenant Governor in Council to offer to purchase the common shares of Consumers Gas. 
The offer for Consumers Gas’ common shares would be made by a wholly owned Canadian subsidiary 
of British Gas pursuant to an agreement signed between British Gas and GW Utilities Limited (the 
corporate parent of Consumers Gas) on March 7, 1989. 

On April 20, 1990, the Lieutenant Governor in Council issued an Order in Council requiring the Board, 
in accordance with Section 36 of the Act, to hold a hearing and report on certain matters related to the 
proposed offer. 

The application and the reference were combined by the Board and the hearing commenced on June 26, 
1990. 


NATURAL GAS RATE APPLICATIONS 
CONSUMERS GAS 


Main Rates Application and Board Review EBRO 464, 465 

The OEB Energy Returns Officer audited Consumers Gas in 1989 and, based on his findings, the Board 
decided to review Consumers Gas’ rates in a limited-issues hearing. On October 19, 1989, therefore, the 
Board issued a Procedural Order indicating its intent to hold a hearing to inquire into and determine rates 
for Consumers Gas for its 1990 fiscal year beginning October 1, 1989. 

On December 1, 1989, Consumers Gas applied to the Board for a rate increase for its 1991 fiscal year 
commencing October 1, 1990. For purposes of expediency the Board decided to hear the cost of capital 
sections of the two cases simultaneously. The Board’s review of the 1990 fiscal year was scheduled to begin 
in April 1990 with the review of the 1991 fiscal year following in the fall. 
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Heat exchanger at the Parkway Belt gate station, Consumers Gas 


C-I-L 

Special Rate Application EBRO 457, EBO 157 

On December 12, 1988, C-I-L Inc., the largest industrial user of gas on Union’s system, applied to the Board 
for approval of a special rate to be charged by Union for the transportation and storage of natural gas. The 
proposed seven-year rate had been agreed to by Union and C-I-L and was based on the costs that C-I-L 
would incur if it were to construct and operate its own transmission pipeline connecting its plant to the 
TCPL system. C-I-L submitted that it was ina position to bypass Union’s distribution system if it were not 


granted a special rate. 


A hearing was held on May 1 and 2, 1989, after evidence in Union’s 1990 rate review had been heard 
In its Decision with Reasons, dated December 1, 1989, the Board, noting the unique circumstances of the 
case, approved the special rate as proposed for the full seven-year period. 


ICG 


Review by the Board 
ICG did not apply to the Board to adjust rates for its 1990 fiscal year. The Board’s Energy Returns Officer 
reviewed the financial data and recommended that ICG be exempted from a public rate review. 


NRG 


Main Rates Application EBRO 451 

NRG applied to the Board on February 19, 1988, for a rate increase for its 1989 fiscal year beginning 
October 1, 1988. The evidence supporting the application was not filed until March 29, 1989. In it the 
company projected a revenue deficiency of $468,456 based on a request for 15.96 percent return on 
common equity and a 30.74 percent common equity ratio. 

The hearing of evidence began on June 5, 1989, and lasted three days. Inits Decision with Reasons dated 
July 24, 1989, the Board found a revenue deficiency of $201,407 which was based on a return on common 
equity of 14.72 percent and a common equity ratio of 30.97 percent. The new rates became effective on 
August 1, 1989. The Board also expressed concern over NRG’s accounting practices and urged the utility 
to take steps to comply with the Board’s uniform system of accounts. 


NORTHLAND POWER 


Special Rate Application EBRO 458 

Northland Power, a company in the business of designing, constructing, owning, and Operating cogen- 
eration power plants, applied to the Board on January 13, 1989, for a Board Order approving a special rate 
to be charged by ICG for transportation services from the TCPL system toa proposed cogeneration facility 
owned by it in Cochrane, Ontario. Northland resubmitted its application on August 1, 1989, with more 
detailed supporting information. 

Northland maintained that it should receive a special rate for transportation services on ICG’s system 
because it could reasonably construct its own pipeline and bypass ICG’s system to the detriment of ICG’s 
other customers. Although Northland noted that it would prefer to have ICG construct and operate the 
pipeline, it maintained that, without approval of its requested transportation rate, it might be compelled 
to construct its own pipeline. The rate proposed by Northland was based on an analysis of the costs it 
would incur if it built its own pipeline. 

The hearing was held August 30 and 31, 1989. The Board’s Decision denying the special rate was issued 
on May 24, 1990. 


TECUMSEH 


Main Rates Application — Interim Rate Relief EBRO 455-1, 455 

On August 30, 1988, Tecumseh applied to the Board for interim rate relief for the period from 
September 1, 1988, to March 31, 1989. Under EBRO 455-1, the Board granted Tecumseh the rate relief to 
cover costs of acquiring and developing Dow-Moore storage pool. 

In the same application under EBRO 455, Tecumseh requested a rate increase for its 1990 fiscal year | 
owing to a projected revenue deficiency of $1,139,200 based ona 14.25 percent return on common equity 
and a 34.16 percent common equity ratio. Tecumseh had also requested that the Board finalize the interim 
rates established by EBRO 455-1. The hearing began on June 20, 1989, and lasted a total of five days.” 

Inits Decision with Reasons dated August 18, 1989, the Board found a revenue deficiency of $531,700 
based on a 12.5 percent return on common equity and a 34.26 percent common equity ratio. The Board 
finalized the EBRO 455-1 rates with no further adjustments. 


Main Rates Application - Tecumseh Gas Storage Limited 


Requested Allowed 
$000 
Rate base 90,415.2 90,126.4 
Utility income 9,997.5 10,032.5 
Gross revenue deficiency MS? Sey 
percentage 

Indicated rate of return 11.06 ilGns} 
Required rate of return 12°32 Wee 
Common equity ratio 34.16 34.26 
Return on common equity 14.25 12.50 


UNION 


Main Rates Application — Fiscal 1990 EBRO 456 
As noted in the 1988-89 Annual Report, Union Gas Limited applied to the Board on August 31, 1988, for 
an increase in its rates for its 1990 fiscal year based on a projected revenue deficiency of $32.065 million. 
The projected revenue deficiency was later amended to $16.546 million, reflecting the impact of federal 
tax reform and Union’s updated forecast based on second-quarter results for fiscal 1989. The deficiency 
was based ona request for a 14.875 percent rate of return on common equity and a 29 percent equity ratio. 
The projected deficiency was further adjusted to $33.824 million to reflect the Board’s rate reduction for 
the 1989 fiscal year. 

On January 4, 1989, evidence began to be heard on the rate increase (phase I of the proceeding), except 
for rate of return issues which had been heard in November 1988 in conjunction with the review of the 


1989 fiscal year. Evidence on the rate design and cost allocation (phase II of the proceeding) began on 
April 17, 1989. 
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Union constructing a NPS 42 pipeline 
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Inits Decision dated September 26, 1989, the Board found a revenue deficiency of $22.569 million basec 
upon a return on common equity of 13.75 percent and a 29 percent common equity ratio. In its proposals 
Union presented a new depreciation study which was accepted by the Board. Union also introduced a new 


rate class to provide short-term storage and cross-franchise transportation services. The Board accepted 
the cross-franchise transportation rate class as proposed and allowed Union to implement the short-term 
storage and transportation service on a trial basis, pending further examination in the next rate case. 

| 


Main Rates Application — Fiscal 1991 EBRO 462 | 
Union applied to the Board on August 3, 1989, fora rate increase for its 1991 fiscal year. The Board mec 
Union’s final submission to reflect new higher TCPL tolls and an error the Board detected in Union’s final 
submission. Under this amended final submission, Union’s projected revenue deficiency was $37.708 
million based on a rate base of $1.291 billion, a rate of return on common equity of 14.5 percent and a 
common equity ratio of 29 percent. Recovery of this deficiency would result in a rate increase for 
residential customers of about 3 percent. 

The hearing began on December 4, 1989, under EBRO 462, and lasted for twenty-two days. In its 
Decision with Reasons, dated April 9, 1990, the Board found a rate base of $1.290 billion, a return on 
common equity of 13.5 percent, and a total revenue deficiency of $29.232 million. 

The Board approved the recovery of additional capital costs associated with Union’s proposal to 
design a system to allow for ‘loss of critical unit protection.’ Under this proposal additional facilities are 
constructed so that the system can continue to meet its firm demands on a peak day in the event that the 
system’s most critical unit goes out of service. 

Energy Probe presented evidence at the hearing on sustainable development and environmental 
issues as these pertain to Union and the Board. Board staff supported many aspects of Energy Probe’s 
evidence and proposed that the Board hold a generic hearing to examine the possible implementation of 
least-cost utility planning for Ontario’s gas utilities so that they can consider different ways of meeting 
customer demand as well as environmental impacts when planning their systems. The Board announced 
it would call a generic hearing on these matters as soon as possible. 

The Board also ordered Union to perform a number of studies for its next rates hearing. These include 
various cost studies to support an examination of incremental tolling methodologies and a cost-benefit 
analysis to measure the impact of shifting load from winter to summer. 


Main Rates Application - Union Gas Limited EBRO 462 


Requested Allowed 
$000 
Rate base 1,291,219 1,290,303 
Utility income 135,731 136,501 
Gross revenue deficiency 37,708 297232. 
percentage 

Indicated rate of return 10.57 10.58 
Required rate of return 12.16 11.86 
Common equity ratio 29.00 29.00 
Return on common equity 14.50 13.50 


FACILITIES APPLICATIONS 

UNION 

Strathroy and Beachville Expropriations EBLO 230 a-x 

On February 14, 1989, the Board approved Union’s application to construct two sections of NPS 42 pipeline 
on its Dawn-Trafalgar transmission system between the Strathroy gate station and the Lobo compressor’ 


station and between the Beachville transmission station and the Bright compressor station. On June 27, 
1989, the Board heard applications from Union to expropriate twenty-four properties to construct the 
pipeline. 

Five parties, owning ten properties, who had not consented to easement agreements with Union 
appeared at the hearing. The Board, in its Decision dated July 19, 1989, indicated its preference for 
easement rights to be granted through successful negotiations between the parties. It found, however, 
that it was in the public interest to grant Union authority to expropriate the properties given the limited 
time available to construct the pipeline. 


Dawn-Trafalgar Pipeline Expansion EBLO 234 
On July 24, 1989, Union applied to the Board for leave to construct three sections of NPS 48 pipeline 
looping its Dawn-Trafalgar transmission system. The proposed pipeline sections include a 10.3-kilometre 
section from Union’s Kirkwall valve site to its Hamilton valve site, an 11-kilometre section from Milton 
to the Parkway compressor station, and a 48.5-kilometre section linking the Lobo compressor station to 
the Beachville transmission station. The two shorter sections would complete the third looping of the 
Dawn Trafalgar system while the longer section represents the beginning of a fourth looping. 

Under the Intervenor Funding Act, an intervenor group representing several landowners with 
property along the proposed Lobo-to-Beachville loop was given funding to represent their interests in the 


case. 

As proposed by Union the Board decided to hear the application in two phases. Phase I, which dealt 
with the two smaller segments, began on November 22, 1989, and phase II, which dealt exclusively with 
the Lobo-to-Beachville loop, commenced on February 6, 1990. Inits phase I Decision, dated March 1, 1990, 
the Board approved the construction of the Kirkwall-to-Hamilton section and deferred the Milton-to- 
Parkway section to its phase II Decision, which was still pending at the close of the Board’s fiscal year. 
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Enniskillen Field Compressor Station; field compressors are used to inject natural gas into Union's storage reservoirs. 


Chris Mackie, project manager, engi- 
neering, discussing land users’ con- 
cerns 


CONSUMERS GAS /ICG 

Horseshoe Valley service EBLO 232, EBC 139-B | 
On March 28, 1989, Consumers Gas applied to the Board for leave to construct a NPS 4 pipeline to serve 
the Horseshoe Valley area in Oro Township. On April 26, 1989, ICG applied to the Board for variance of 
its existing limited Certificate of Public Convenience and Necessity for Oro Township, EBC 139-A, to 


| 


enable it to expand service in the Horseshoe Valley area. 
The Board combined the two applications into one hearing, and in its Decision with Reasons, dated 
September 6, 1989, the Board granted Consumers Gas leave and denied ICG’s application to vary. 
f 
Parkway Belt West EBLO 235 | 
On September 28, 1989, Consumers Gas applied to the Board for leave to construct 13 kilometres of NPS | 
36 pipeline in the Parkway Belt West. Consumers Gas indicated that the pipeline was in the public interest | 
for reasons of safety and security of supply. 
The application was heard on March 20, 1990, and the Board’s Decision with Reasons on May 4, 1990, 
approved the construction. 


GAS STORAGE AND DRILLING PERMIT APPLICATIONS ) 
UNION | 


Sombra Pool Drilling Permits EBRM 94 
On December 22, 1988, the Minister of Natural Resources directed the Board to report on ten applications 
by Union for permits to drill wells in the Sombra pool designated gas storage area. Granting of the drilling 


permits was opposed by a landowner on whose property seven wells were to be located. Therefore, the 
Board held a public hearing to consider the applications; it began on April 24, 1989, and lasted three days. | 

In its Report dated June 1, 1989, the Board found that Union had justified its applications for drilling 
permits and recommended the permits be issued subject to certain conditions. 


BARNES 


Permit to Drill Disposal Well — Zone Pool EBRM 93 

On September 30, 1988, the Minister of Natural Resources directed the Board to report on an application 
by Mr Lonnie Barnes to drill a brine disposal well situated above the Zone Pool which lies within a 
designated storage area. The Board heard the application on October 17, 1989, and approved the 
application subject to certain conditions. 


DOW CHEMICAL 


Permit to Drill and Inject EBRM 96 

On April 20, 1989, the Minister of Natural Resources referred to the Board applications by Dow Chemical 
Canada Inc. for nine permits to inject water into an underground formation, for the purpose of producing 
brine. A hearing was held on March 8, 1990. In a Report dated April 5, 1990, the Board approved the 
drilling and injection program for a five-year period. 


CONSUMERS GAS, PEMBINA EXPLORATION, AND DEVRAN PETROLEUM 


Spacing Unit and Manager Designation — Romney 6-13-IV Pool EBO 159 

An application was filed with the Board by Consumers Gas, Pembina Exploration Limited, and Devran 
Petroleum Limited on January 26, 1989, to join the various interests within a spacing unit regarding the | 
Romney 6-13-IV pool. The entire pool is subject to the spacing requirements established by Ontario 
Regulation 55/89, approved on January 27, 1989. On March 18, 1989, Farmers Oil and Gas became an 
interested party when it acquired the petroleum and gas leases on the area in the spacing unit which was 
previously unleased. 

The Board in its Decision with Reasons dated June 13, 1989, approved the compulsory pooling 
application with Consumers Gas receiving a 75 percent interest and Farmers Oil and Gas receiving 
25 percent. Consumers Gas was designated the operator of the spacing unit. The Board also directed that ~ 
the maximum drilling and completion costs towards which Farmers will pay 25 percent would be 
$522,000. If Farmers elects not to contribute its share of the drilling costs, a penalty of 50 percent of the _ 
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drilling and completion costs plus interest was approved, to be recovered from the net production 


revenue, 


CLEARBEACH RESOURCES 


Designated Manager — West Becher Pool and Clearville Pool EBO 164, 165 

Clearbeach Resources Inc. applied to the Board to be designated manager of the West Becher Pool and the 
Clearville Pool replacing Murphy Oil Company Ltd. The application arose from a purchase and sale 
agreement entered into by Clearbeach and Murphy on April 3, 1989. 

The hearing was held in Chatham, Ontario, on October 23 and 24, 1989, and in Toronto on October 26, 
1989. In its Decision with Reasons, dated December 11, 1989, the Board ruled that although Clearbeach 
had failed to satisfy the Board onall of the agreed criteria, it should be allowed to operate the pools, subject 
to conditions of approval which require the applicant to report to the Board on the operating history of 
all of its pools during 1989 and 1990. 


ICG 

Designation of the Oil Springs East Pool and Leave to Construct EBO 167, EBLO 233 

ICG applied to the Board on June 5, 1989, to designate a depleted gas reservoir known as the Oil Springs 
East Pool as a gas storage area. At the same time it requested authorization to inject gas into, store it in, 
and remove it from the pool, and applied for leave to construct a gathering system and transmission 
pipeline originating at the pool and extending to Union’s Dawn-Trafalgar transmission line. The hearing 
was held in Sarnia, Ontario, on November 14 to 16, 1989. 

Inits Report to the Lieutenant Governor in Council on December 6, 1989, the Board found that the pool 
was suitable for storage and accepted the boundary proposed by ICG. The storage pool was subsequently 
designated by Ontario Regulation 690/89. 

With respect to the application for authorization to use the pool, the Board, inits Decision with Reasons 
dated February 8, 1990, stipulated conditions of approval to limit the ultimate operating pressure of the 
pool and to improve the measures suggested to protect the environment. The Board also granted the 
approvals required for construction of the transmission line and gathering system. 
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Ontario Hydro uses the robot ‘Deep Rover’ to inspect the intake tunnel and discharge duct at the Bruce nuclear 
generating station. 


GLOSSARY OF TERMS AND ACRONYMS 


Argument The final step in a hearing, during which participants summarize their positions on various 


occ cccccccccccccccccccccccccce | 
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| 
matters of concern based on the evidence adduced. | 
! 
Bcf One billion cubic feet, a measure of gas equivalent to 28.328 million cubic metres. 


Board Order A legal document directing the implementation of a Board Decision. An Order is binding | 


on the indicated parties. 
Board Recommendation Usually contained in a Board report to a minister or to the Lieutenant Gover- | 


nor in Council, on Ontario Hydro or some other energy-related matter. Board recommendations are not 
binding except in matters set out under Section 23 of the Ontario Energy Board Act. 


Bulk Power Rates Wholesale electricity rates to municipalities and certain industrial customers of 


Ontario Hydro having an average annual power demand of 5,000 kilowatts or more. | 


Buy/Sell Agreement Arrangement whereby an end-user purchases gas from a producer and then sells | 
it to the local distribution utility which comingles that gas with other supplies. The end-user then buys 
gas from the local utility in the usual manner. The difference between the price paid to the producer and — 
the price received from the local utility, minus any transportation costs, accrues to the end user. 


Bypass The total avoidance of the local distribution company’s system for the transportation of gas. 


Commodity Charge A charge per unit volume of gas actually taken by the purchaser, as distinguished 
from a demand charge which is a constant charge based on the maximum volume a buyer has the right 
to take whether or not any gas is taken in a given period. 


Contract Carriage Transportation service provided for the transport of gas not owned by the transpor- 
ting pipeline company; contract carriage rates are sometimes referred to as T-rates. 


Contract Demand (CD) Gas whicha utility or a customer has the contractual right to demand ona daily 
basis from the supplier of the gas. 


Demand Charge A monthly charge which normally covers the fixed costs of the system. The demand 
charge is based on the daily contracted volume and is payable regardless of volumes taken. 


Designated Gas Storage Area A land area containing geological formations into which the Board may 
authorize a person to inject, store, and remove gas. Injection of gas for storage into any geological 
formation outside a designated storage area is prohibited under Section 20 of the Ontario Energy Board 
Act. 


Direct Sales Purchases of natural gas supply negotiated between producers and end-users at prices 
excluding transportation; pipeline transportation arrangements must be negotiated separately with 
TCPL and the local distribution utility. 


Gigajoule(GJ) Ameasure of energy contentin fuel. A typical residential consumer of gas might use about 
130 gigajoules per year for household heating (one GJ of thermal energy equals approximately 0.95 million 
cubic feet of natural gas). 


GWh Gigawatt hour 


| Incremental Tolling Transport tolls based on the incremental cost of providing the service. 


Interrogatories Written requests for the supply of additional information, or clarification of informa- 
tion already received. 


Intervention Notice of intent to participate in hearings, stating the interest in the proceeding. The per- 
son or group is called an intervenor. 


LDC _ Local distribution company 
Non-Utility Generation (NUG) Generation of electricity by a privately owned company. 


NPS Nominal pipe size; for example, NPS 24 refers to a pipe with an approximate exterior diameter of 
610 mm or 24 inches. 


Ontario Pipeline Coordination Committee (OPCC) An interministerial committee, chaired by a mem- 
ber of the OEB staff, and including designates from those ministries of the Ontario government which 
collectively have a responsibility to ensure that pipeline construction and operation have minimum 
undesirable impact on the environment. The environment, perceived in a broad sense, covers agriculture, 
parklands, forests, wildlife, water resources, social and cultural resources, public safety, and landowner 
rights. 


Rate Base The amount that a utility has invested in assets that are used or are useful in providing ser- 
vice, minus accumulated depreciation, plus an allowance for working capital and any other items which 
the Board may determine. Rate base may also be net of accumulated deferred income taxes. 


Rate of Return on Common Equity Utility income, after tax, expressed as a percentage of the amount of 
common equity approved for inclusion in the utility’s capital structure. 


Rate of Return on Rate Base The income, after tax, that a utility is allowed to earn expressed as a 
percentage of the rate base. Note that this return is not guaranteed to the utility. Rather, this is the return 
that the company has a reasonable opportunity to earn given forecast conditions. 


Revenue Requirement The allowed expenses of the utility are added to the allowed return on rate base 
to obtain the amount of revenue the utility must recover through rates to cover its costs of providing 


service. 


Spacing Unit A prescribed area (generally 50 acres) established by regulation for the purpose of drilling 
a well for the production of oil and gas. 


System Gas Gas supplied under contract to TCPL by gas producers. 
TCPL TransCanada PipeLines Limited 


Test Year A prospective period of twelve consecutive months (usually the company’s next full fiscal year) 
for which projections of revenues, costs, expenses, and rate base are examined by the Board in order to set 
rates which will allow the utility the opportunity to earn a reasonable rate of return. 


Throughput Gas sales, direct purchase and transportation volumes, and, where applicable, storage 


volumes. 


Unbundled Rate A rate for an individual, separate component of service offered by a distributor, as 


opposed to a rate which combines the costs of a variety of component services. 


WMGL Western Marketing Group Limited 
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INTRODUCTION 


Board Members on March 31, 1991, from left to right: V.W. Bielski, R.R. Perdue, C.W.W. Darling, S.J. Wychowanec, 


ntario relies heavily on natural gas as an energy source and as a feedstock, primarily in the 
production of chemicals. Natural gas is the major fuel for all sectors of the economy except 


transportation, and it is the primary fuel used in heating space and water in the province. Indeed 
Ontario uses more natural gas than any other consuming province and accounts for approximately 42 
percent of the total demand for Canadian natural gas. Natural gas provides approximately 31 percent 
of the energy consumed in the province, while electricity provides about 18 percent and its use is 
growing. Liquid fuels (oil and natural gas liquids), coal, and wood provide the balance of Ontario’s 
energy consumption. 

The Ontario Energy Board regulates the natural gas industry through the setting of rates, 
authorizing the construction of transmission lines, and approving of franchise agreements. The Board 
also advises the Minister of Energy on general matters relating to the natural gas industry, as well as 
matters relating to Ontario Hydro. In all its considerations, the Board endeavours to ensure that rates 
are fair, that supply is secured, and that the public interest is upheld. 

The report that follows outlines the Board’s mandate and its role and responsibilities in fulfilling 
that mandate. It provides a tabular listing of all the Board’s activities over the past year, and discusses 
some of these activities briefly. 


MANDATE 


The Ontario Energy Board was formed in 1960 to provide an impartial formal mechanism for 
regulating specific aspects of Ontario’s natural gas industry. In addition to its regulatory 
responsibilities, the Board, when requested in references from the Lieutenant Governor in Council, 
the Minister of Energy, or the Minister of Natural Resources, will advise on matters relating to 
energy, such as changes made by Ontario Hydro to its bulk power rates. In all its activities, the 
primary objective of the Ontario Energy Board is to ensure that the public interest is served and 
protected. 

Most of the Board’s responsibilities stem from legislation as ‘set out primarily in the Ontario 
Energy Board Act. In addition, six other statutes give jurisdiction to the Board: 
¢ the Municipal Franchises Act; 
e the Petroleum Resources Act; 
e the Public Utilities Act; 
e the Assessment Act; 
¢ the Toronto District Heating Corporation Act; 


¢ the Intervenor Funding Project Act, 1988 


Chairman, C.A. Wolf Jr, P.W. Chapple, O.). Cook, R.MLR. Higgin, J.C. Allan 


The Intervenor Funding Project Act was proclaimed on April 1, 1989, by the Lieutenant Governe 
in Council. As a three-year pilot project, the act establishes a procedure to provide for advanc 
funding to intervenors in proceedings before a number of boards, including the Ontario Energ 
Board. It sets out specific criteria which the funding panel, established under the act, must consider i 
deciding whether to award funding to an intervenor. 

The Board’s procedures are governed by the Statutory Powers Procedure Act and the Board’s ow 
draft Rules of Practice and Procedure. 


ROLE AND RESPONSIBILITIES 
SETTING RATES FOR NATURAL GAS 


Each natural gas utility sells and transports gas in franchised areas of the province. Competition not 
exists in the sale of energy: buyers may purchase gas directly from producers or from the distributor 
or they may turn to other sources of energy. Since the transportation of gas involves an extensiv 
network of pipelines and storage facilities, a monopoly arrangement is most efficient; it avoid 
duplication of facilities and the cost increases that would otherwise result. 

In Ontario, rates for the sale of gas must be approved by the Board. Gas distributors are require 
by legislation to submit their proposed rates to the Board for review and approval. Rates for eac 
utility are set following a public hearing, and a major rate hearing lasts approximately three to fot 
weeks. 

Rates vary among classes of customers: residential, commercial, and industrial. In setting rates, th 
Board’s objective is to reflect the costs imposed on the system by the varying demands of differer 
classes of customers. Residential demand for natural gas as a heating fuel, for example, change 
according to the weather and the time of day. As a result, it costs more on a per unit basis to provid 
service to residential users than to industrial customers, which use relatively large amounts of gas at 
more constant level. : 

In setting rates, the Board tries to strike a balance between the prices to be paid by customers an 
the rate of return which shareholders of the utilities are allowed to earn on their investment. Rates a1 
to be just and reasonable for both customer and shareholder. In making its decisions, the Boar 
considers past, present, and projected expenses, along with current and forecast economic conditior 
and trends and the earnings expectations of the utility operators. 


Union Gas continues expansion of its major transmission facilities, constructing 60 kilometres of NPS 48 pipeline along the 
Milton to Dawn Township corridor 


The Board may grant interim rate relief to either company or customers in cases where significant 
changes in a utility’s costs or revenues have occurred or will occur. In such cases, an interim rate 
hearing may be held, which usually takes one or two days. Interim rates are subject to revision and 
are not final until the main rates application is completed and the Board has issued its Decision and 
Order. 

As well as ensuring that utilities charge reasonable rates, the Board also must consider, as part of 
the rate hearings, the quality of service the utility provides. 


The Consumers’ Gas Company Ltd. is Canada’s largest natural gas distribution utility serving 
approximately 1,058,450 residential, commercial, and industrial customers in south, central, and 
eastern Ontario. Through affiliated companies not regulated by the Board, Consumers Gas also 
supplies western Quebec and northern New York State. At. its year end on September 30, 1990, 
Consumers Gas’ rate base was $1.541 billion. During that year Consumers Gas’ total throughput was 
10.476 billion cubic metres, with total revenues of $1.772 billion. On March 7, 1990, British Gas plc 
announced its intention to purchase all of the common shares of Consumers Gas. The Board began its 
review of the proposed transaction in a public hearing on June 26, 1990. In its Report to the Lieutenant 
Governor in Council dated October 15, 1990, the Board recommended that the transaction be 
approved. 


Union Gas Limited is the second largest gas distributor in Ontario, serving customers in 
southwestern Ontario. It also operates a network of transmission pipeline, storage, and compression 
facilities for customers and other utilities in eastern Ontario and Quebec. As of March 31, 1991, 
Union’s rate base was approximately $1.3 billion. It served over 613,000 residential, commercial, and 
industrial customers, generating a total system throughput of 16.7 billion cubic metres for fiscal 1991, 
which includes gas transported for other utilities. Total volumes of gas delivered to Union’s 
distribution customers (which includes both sales and transportation only customers) was 7.7 billion 
cubic metres. Total revenue for Union in fiscal 1991 was $1.2 billion. 


Centra Gas Ontario Inc. (formerly ICG Utilities (Ontario) Ltd) serves approximately 100 com- 
munities in northwestern, northern, and eastern Ontario. Its natural gas distribution system 
comprises approximately 6,142 kilometres of pipeline originating at more than 76 delivery points on 
the TransCanada PipeLines Limited (TCPL) transmission system. The Centra system is composed of a 
series of laterals running off the TCPL system as the latter crosses Ontario, starting at Kenora and 
extending to Lake Ontario and the St Lawrence River. As of December 31, 1990, Centra’s average rate 
base was over $451 million. Serving approximately 183,000 customers, Centra’s system throughput 
totalled 3.428 billion cubic metres. Centra’s total revenue in fiscal 1990 was some $482 million. In 
April 1990, Westcoast Energy Inc. purchased ICG from Inter-City Gas Corporation. The name was 
changed to Centra Gas Ontario Inc. in January 1991. 


Natural Resource Gas Limited (NRG) is a small utility serving 2,303 customers in the Aylmer 
area. As of September 30, 1990, NRG’s average rate base was $3.808 million and total gas sales were 
12,059 million cubic metres. The company generated approximately $3.348 million of revenue in its 


1990 fiscal year. 


Tecumseh Gas Storage Limited is a gas storage company operating in southwestern Ontario 
which is jointly owned by Imperial Oil Ltd and Consumers Gas. Consumers Gas is the sole operator 
of the company. In its fiscal 1991 year Tecumseh generated approximately $19.7 million in revenue. 


Tecumseh’s only customers are Union Gas and Consumers Gas. 


y. 
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REVIEWING ONTARIO HYDRO RATES 


Ontario Hydro’s bulk power rates (wholesale rates for municipalities and certain industria: 


customers) are set by Hydro’s own board of directors. However, Ontario Hydro is required to submit 
any proposed change in its rates to the Minister of Energy who then refers the proposal to the Board: 
along with full technical information and financial data. After a public hearing, which usually begins 
in late May or early June and runs for about four weeks, the Board submits a report with 
recommendations to the Minister of Energy on or before August 31 each year. The Board’s role is ar 
advisory one and its recommendations are not binding on Ontario Hydro. | 

Ontario Hydro is the province’s largest crown corporation. As of December 31, 1990, Ontaric 
Hydro had assets of $39.37 billion. It served, at that date, more than 3.63 million customers directly 


and indirectly, over 85 percent being residential. Provincial sales of 130,875 GWh and export sales oi 
577 GWh produced revenue of $6.5 billion in fiscal 1990. 


REFERENCES AND GENERIC HEARINGS 


The Lieutenant Governor in Council, the Minister of Energy, or the Minister of Natural Resources 
may refer a matter to the Board for a public hearing and report. These references normally concern 
energy-related matters and generally attract widespread public interest. The Board’s reports aré 
advisory in nature. 

In addition, proposed changes in ownership of utilities may be referred to the Board for a hearing 
and report. The leave of the Lieutenant Governor in Council is required when a utility wishes to sell 
its assets or amalgamate with another utility, and when any person wishes to acquire shares of é 
utility to the extent that more than 20 percent of any class of shares changes ownership. The Board 
may recommend exemption from a hearing or may hold a hearing and submit its report and recom- 
mendations to the Lieutenant Governor in Council. | 

The Board may also hold generic hearings on its own initiative on matters under its jurisdiction: 
Such hearings are usually held in response to an emerging trend or an area of growing interest or 
concern, and deal with a subject in a broader context than issue-specific hearings. 


APPROVAL OF FACILITIES 


Utilities wishing to construct a transmission line for natural gas in Ontario must obtain Board 
approval. In addition, all construction proposals are reviewed by the Ontario Pipeline Coordination 
Committee (OPCC), an interministerial committee concerned with the environmental and safety 
aspects of pipeline construction. The OPCC is chaired by a staff member of the Board, and it includes 
representatives from the ministries of Agriculture and Food, Energy, Environment, Consumer and 
Commercial Relations, Natural Resources, Culture and Communications, Municipal Affairs, and 
Transportation. Other regional agencies, with which the natural gas utilities consult in the early 
stages of their planning, are also represented as required. 

The OPCC tries to ensure that the construction of pipelines does not have any long-term negative 
effect on the environment and that the short-term impact during construction is minimized. With 
these objectives in mind, each proposal is reviewed, alternative routes or sites considered, and issues 
resolved before formal application for leave to construct is filed with the Board. 

When a utility applies to the Board for approval, the Board assesses whether the construction is in 
the public interest, considering safety, economic feasibility, community benefits, security of supply, 
benefits for the utility, and environmental impact. The Ontario Energy Board’s Environmental 
Guidelines for Locating, Constructing, and Operating Hydrocarbon Pipelines in Ontario sets out its 
requirements. The Environmental Guidelines were developed in concert with provincial ministries and 
agencies whose mandates are affected by pipeline construction. Finalized and distributed in January 
1990, the Environmental Guidelines incorporate the latest standards and mitigation practices of each of 
the ministries. They also provide for greater public participation in the planning process for pipeline 


construction. 


% 


Turbine steam pipe unit 6 at Ontario Hydro’s Bruce nuclear generating station 


When a project is approved, the Board issues an order for leave to construct. The Board also grant: 
the authority to expropriate land for transmission pipelines and related facilities and authorizes anj 
pipeline crossings of highways, utility lines, and ditches. 


APPROVAL OF FRANCHISE AGREEMENTS 


Each municipality may grant to a gas utility the right to provide gas service and use road allowance: 
in the municipality. A prerequisite to the municipal by-law granting the franchise is the Board’: 
approval of the terms and conditions of the franchise agreement. 

Many of the existing agreements which have been in place for thirty years or more are expiring 
Negotiating a new agreement can be a lengthy and complex process. In 1985 the Municipal Franchis 
Committee was formed to develop a model franchise agreement which could be used as the basis foi 
all new and renewed agreements. The model agreement came into effect in 1988 and sets ou 
standard conditions for gas distribution, the use of road allowances, construction approvals, anc 
procedures for restoring lands after construction. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


No person is allowed to construct any works to supply gas in a municipality without Board approval 
The approval, in the form of a certificate, is not given unless public convenience and necessity appeat 
to support approval. 


NATURAL GAS STORAGE 


Vital to the natural gas distribution system in Ontario is the capacity to store gas. Gas storage pool 
therefore represent a natural resource of economic significance to the province. The main storage sites 
are depleted gas pools in southwestern Ontario. Gas stored in these storage pools is used bj 
transmitters and distributors to meet fluctuating demand and to draw on in case of emergency. Gas is 
normally injected into storage during the summer months when demand is low, to be withdrawn ir 
high-consumption periods during the winter. This balancing of load makes it possible for the 
transmission system from western Canada to operate efficiently. 

Gas may not be injected into any geological formation unless it is a designated gas storage area 
described in Regulation 700, Revised Regulations of Ontario, 1980, under the Ontario Energy Boare 
Act. In reviewing applications for the use of such areas, the Board considers the geology of the pool 
its suitability, the appropriate boundary of the area to be designated, the applicants’ rights to use the 
storage capacity, the need for it, and the economic viability of developing the storage pool. The Boare 
recommends to the Lieutenant Governor in Council gas storage areas to be designated, authorize: 
their use, and, in cases where the applicants and landowners have not reached agreement, determine: 
the compensation payable to landowners under whose lands the storage pools are situated. 

Applications for drilling permits for wells within a designated gas storage area must be referred tc 
the Board for consideration by the Minister of Natural Resources, whose ministry issues the permits 
If the applicant is the authorized operator of the gas storage area, the Board has discretion as to how 
to process the application before reporting to the Minister. If the applicant is not the authorizec 
operator, the Board must proceed by way of a public hearing. 

Applications to inject fluid and pressurize a geological formation also require a permit from the 
Ministry of Natural Resources. If the injection well is within 1.6 kilometres of a designated gas storag 
area, the Minister is required by the Petroleum Resources Act to seek a report from the Board. 

The Board regulates the joining of the various interests within a spacing unit, field, or pool for the 
purpose of drilling or operating gas or oil wells, the designation of management, and the 
apportioning of the cost and benefits of such drilling or operation. 


OTHER MATTERS 


Natural gas utilities must conform to a uniform system of accounts as prescribed by the Board. No 
change in accounting methods may take place without the Board’s approval. The Board is continuing 
its first significant review and upgrading of the regulation which prescribes the classification of 
accounting since it was made under the Ontario Energy Board Act in 1966. 

The Board receives information regularly from natural gas utilities regarding financial operations 
and performance. If a utility is earning either too little or too much compared with its allowed rate of 
return, the Board’s Energy Returns Officer and his or her staff may conduct a special investigation. 
The Board may, on its own motion, require a utility to appear before it to explain its earnings and, if 
necessary, review the rates. 


The nature of public utilities changes along with the economic and social environment in which 
they operate. Accordingly, it is appropriate for the Board continually to review legislation relating to 
public utilities and, if necessary, to propose amendments. 


Ontario Hydro linesman at work 


STRUCTURE 


ORGANIZATIONAL STRUCTURE AS OF MARCH 31, 1991 


ONTARIO ENERGY BOARD 


CHAIRMAN 
S.J. Wychowanec 


SECRETARY TO THE 
CHAIRMAN 
J.E. Byrnes 


VICE-CHAIRMAN 
Vacant 


DIRECTOR TECHNICAL 


OPERATIONS 
E.A. Mills (acting) 


SENIOR PROJECT SENIOR PROJECT 
MANAGER MANAGER 
Vacant AE. Powell 
PROJECT PROJECT MANAGER 
COORDINATORS ENGINEERING 
M.A, Roberts CJ. Mackie 
A.L. Drago 
D.B. Matthews PROJECT MANAGER 
ENVIRONMENTAL 
ASSISTANT PROJECT N.J. McKay 
COORDINATOR 
C. Larouche PROJECT 
COORDINATOR 
T.H. Crawley 
RESEARCH ANALYST 
A.M. Luciani (contract) 


BOARD SECRETARY BOARD MEMBERS 
S.A.C. Thomas Full-time 
OJ. Cook 
Assistant Board Secretary C.A. Wolf Jr 
P.H. O'Dell RMR. Higgin 
V.W. Bielski 
SENIOR PROJECT Records Clerk C.WW. Darling 
MANAGER C.A. Parkes P.W. Chapple 
CJ. Chaplin J.C. Allan 
PROJECT MANAGER Part-time 
FINANCIAL R.R. Perdue 
J.E. Girvan 
PROJECT 


COORDINATOR 
Vacant 


ASSISTANT PROJECT 
COORDINATOR 
B.L. Hewson 


The Board’s complement was 47 in fiscal 1990-91. 


BOARD COUNSEL 
J. Lea 
BOARD SOLICITOR 
S.J. McWilliams 


SENIOR TECHNICAL ENERGY RETURNS 
ADVISOR 


D.R. Cochran 


FINANCE 
R.A. Cappadocia 


TECHNICAL ADVISOR 
P. Vlahos 


+ 
DEPUTY ENERGY 
RETURNS OFFICERS 
A.M. Parekh 
W. Teper 


MANAGER FINANCE 
AND ADMINISTRATIO 
A.F. Meddows-Taylor 


FINANCE AND ADMIN, 
CLERK 
D.R. Jess 


FINANCIAL ASSISTAN 
S. Lila 


FINANCIAL AND ADMINISTRATIVE STRUCTURE 


The Ontario Energy Board is a Schedule 1 Regulatory Agency. This means it is funded out of the 


consolidated’ revenue fund and is subject to all the administrative policies established by the 


OFFICER / DIRECTOR OF 


SYSTEMS GROUP 
OFFICE MANAGER 
P.A. Drennen SENIOR SYSTEMS 
ANALYST 
Secretaries C.B. Mathis 
M.E. Connor 
K.A. John SYSTEMS ANALYST | 
EP. Trajkov G. Mayer | 
C.W. Wong a 
N.E. Woodall 
Vacant (2) 
Librarian 
L.F. Buccilli 
Receptionist 
F. Lafond 


Government of Ontario through Management Board of Cabinet. The Board submits its budget to its 
responsible ministry, the Ministry of Energy, for consolidation with the ministry’s estimates, in which 


form they are presented to Management Board for'approval and subsequently to the Legislature. The 


details of the Board’s financial data follows. 


The Board let a contract with E.B.A. Associates Inc., for expert testimony at a Board hearing 


concerning the Board’s review of Ontario Hydro’s report on net income policy, for an amount in 


excess of $25,000.00 using non-competitive acquisition procedures. This contract was entered into 


under an emergency situation, and it was not possible to comply with normal competitive acquisition 


procedures, given the problem of finding a qualified consultant and tight time constraints. 


Management Board was immediately advised of this non-compliance situation. 


‘ 


The Ontario Energy Board Act authorizes the Board to recover its costs by charging an appropriate 
portion of these costs to the utilities involved in Board hearings and related activities. Following a 
hearing, the Board issues a cost order to the utility concerned. This represents payment towards costs 
incurred by the Board and also, when ordered, those incurred by the intervenors. The amount to be 
paid to the Board includes out-of-pocket and direct expenses attributable to a specific hearing, as well 
as a contribution towards the Board’s fixed costs, including overhead and payroll. 

In fiscal 1990-91, the Board operated with an approved budget of $5.7 million. Of this amount, 80 
percent will be recovered in due course by means of cost orders issued to utilities. 


Program: Ontario Energy Board 


Administrative staff reviewing an 


account Vote/Item: 1404-1 
1990-91 Estimates, by Standard Account $ 
Salaries and wages ~ 2,472,300 
Employee benefits 475,900 
Transportation and communications 309,300 
Services 2,045,500 
Supplies and equipment 401,100 
Total for Ontario Energy Board Program 5,704,100 
1990-91 Spending Analysis $ 
1990/91 Estimates 5,704,100 
| Less 1990/91 expenditures 4,935,711 
Total underspending 768,389 
Less Management Board offsets 144,700 
Adjusted underspending 623,689 
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Technical staff reviewing an applicant's filings 
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THE PUBLIC HEARING PROCESS 


Jennifer Lea, counsel to Board staff, 
preparing for a hearing 


IN 


P| ublic hearings provide an essential mechanism with which the Ontario Energy Board can 
carry out its mandate. Public hearings also provide a forum for groups or individuals, who 
may be affected by the Board’s decisions, to express their concerns. Such public participation helps to 
ensure that the Board, in reaching a decision, will be informed and will consider a wide variety of 
views and interests. The hearing process includes eleven steps. 


1 INITIATION 


The hearing process begins: 

e upon receipt of an application; or 

* upon receipt of a reference from the Lieutenant Governor in Council, the Minister of Energy, or the 
Minister of Natural Resources; or 

¢ upon notice from the Board that it will initiate proceedings to consider a matter under its 
jurisdiction. 


2 NOTICE OF APPLICATION 


Applicants are required to serve the Board’s notice of the application on all affected parties and 
interested public groups. If the Board itself has initiated a hearing, it will serve the notice. For a major 
rate case, a natural gas utility usually will publish notices of its application in regional daily 
newspapers. 

When an application affects people residing in certain government-designated areas, all notices 
also must be published in French in French-language newspapers. A notice must appear in a French 
weekly newspaper if no French daily newspaper is published in the area. 


3 INTERVENTIONS 


Interested groups or individuals wishing to participate in the hearing are referred to as intervenors. 
To ensure their eligibility to participate in the hearing, they must file an intervention which explains 
their reasons for wishing to take part. 

Prior to 1989 participants could request costs for their participation at the conclusion of the 
hearing. On April 1, 1989, the Intervenor Funding Project Act went into effect. It established a 
procedure that allows intervenors to apply for advanced funding before the hearing begins. A 
funding panel appointed by the Board decides on the eligibility of applicants for intervenor funding 
and the amount of each award. Participants may, as before, continue to ask for costs at the conclusion 
of the hearing. 


4 NOTICE OF HEARING 


Once the Board has determined the scope and the nature of the hearing, it directs the applicant to 
serve notice of the time and place of the hearing on all parties who have intervened. 


5 PRE-HEARING DOCUMENTATION 


To allow sufficient time for all parties to review information pertaining to the application, the 


4 


applicant must file evidence in support of its application two to three months before the hearing 
begins. Board staff and intervening parties may also seek additional information by way of written 
interrogatories. These interrogatories are answered by the utility before the hearing commences. 
Board staff and intervenors may also submit their ‘own evidence to support a specific position in the 
hearing related to the application. 

In the case of applications for the construction of pipelines, which are reviewed by the Ontario 
Pipeline Coordination Committee, the normal requirements of pre-filed evidence would include route 
selection and environmental impact studies. 


Technical staff preparing for a 
hearing 


6 PROCEDURAL ORDERS 


The Board may issue procedural orders specific to the case. Such orders may set the date for a 
hearing, for example, or contain deadline dates for completing certain procedural matters such as the 


filing of supporting evidence, interrogatories, and answers thereto. Procedural orders may also set 
forth a list of the issues to be dealt with at the hearings. 


7 FIRST DAY MEETING 


Before the hearing of evidence commences, the Board panel may review procedural matters, technical 
issues, and the general approach to the hearing. This gives the parties involved an opportunity to 
become familiar with the application and to identify all the issues they wish to address in the hearing. 


8 THE HEARING 


The Board ensures that sufficient evidence is presented, tested, and put on the record, so that an 
informed decision can be made. The applicant usually testifies first, through written evidence and the 
presentation of witnesses. Intervenors and counsel to Board staff then question these witnesses, and 
may offer witnesses of their own. These witnesses may be cross-examined by the applicant or by the 
other intervenors. When all evidence has been received, each party may offer a summation in the 
form of written or oral argument as directed by the Board. 

The pre-filed evidence, arguments, and transcripts of the hearing are a matter of public record and 
are available at the Board office in Toronto. 


9 BOARD DECISIONS/REPORTS 


Depending on whether the hearing was a result of a reference, or either an application or a notice 
from the Board, the Board summarizes its deliberations in a document referred to as a Report, or a 
Decision with Reasons. These documents discuss the issues and arguments raised in the hearing and 


‘contain the Board’s recommendations or findings. Depending on the complexity of the case, the 


document will appear a few weeks or months after a hearing. Copies of the document are available 
from the Ontario Government Bookstore, 800 Bay Street, Toronto, upon payment of a modest 
prescribed fee. Persons involved in the hearing receive copies of the document from the Board. 

In most cases referred to it by the Lieutenant Governor in Council, the Minister of Energy, or the 
Minister of Natural Resources, the Board’s recommendations are not binding. The appropriate 
minister or the Lieutenant Governor in Council decides whether or not the recommendations should 
be implemented. In the case of references from the Minister of Natural Resources with respect to 


drilling permits, however, the recommendations are binding upon the minister. 


10 BOARD ORDER 
A Board Order is a legal document which directs the implementation of a Board Decision and is 


binding on the parties named. 


11 REVIEW AND APPEAL 


A Decision or Order of the Board may be appealed by: 

° applying to the Board requesting that it rescind or vary its Order; 

* petitioning the Lieutenant Governor in Council, 

* appealing an Order to the Divisional Court upon a question of law or jurisdiction; 
¢ applying to the Divisional Court for judicial review of a Board Decision. 


REVIEW OF ACTIVITIES 


Summary of Activities, April 1, 1990 — March 31, 1991 


CASE 
DAZE: FILE NUMBER APPLICANT CASE DESCRIPTION 


Natural Gas Rates Applications 


EBRO 459 Ontario Housing Corporation Rate dispute with Consumers Gas 

EBRO 461 Algoma Steel Special rate — Centra 

EBRO 464 Consumers Gas Fiscal year 1990 limited issues rate review 
EBRO 465 Consumers Gas Fiscal year 1991 rate review 

EBRO 466 Tecumseh Fiscal year 1991 rates 

EBRO 467 Centra Fiscal year 1991 rates 

EBRO 468 NRG Fiscal year 1991 rates 

EBRO 470 Union Fiscal year 1992 rates 

EBRO 471 Canadian Pacific Forest Products Special rate — Centra 


Reference from the Minister of Energy Regarding Ontario Hydro 
HR 19 Minister of Energy Hydro rates — Fiscal year 1991 


References from Lieutenant Governor in Council 
EBRLG 35, 35-1, 35-3 Consumers Gas Change in control of Consumers Gas (British Gas ple) 
EBRLG 60-5 Consumers Gas Change in control of Tecumseh Gas storage 


Pipeline Construction and Expropriations 


EBLO 234 Union Lobo to Beachville transmission expansion 
EBLO 234 (1-65) Union Expropriations — Lobo/St Marys and 
Milton/ Parkway 
EBLO 239 Consumers Gas Parkway Belt West extension 
EBLO 235 (1) Consumers Gas Expropriation — McKay Estate 
EBLO 236 Centra Front of Leeds and Lansdowne 
EBLO 237 Union Kitchener / Waterloo west reinforcement 
EBLO 237 (1-62) Union Expropriations — Kitchener/Waterloo West Line 
EBLO 238 Consumers Gas Mississauga southern link 


Pipeline Exemptions 


EAL: hs) Union Township of Sandwich south pipeline 
JEL: 74 Union St Thomas north pipeline 

IAL 75 Union Enniskillen storage pool 

PL 76 Union Fergus transmission line 

PL 77 Union Cambridge extension 

PL 79 Union Nanticoke pipeline 

Franchise Approvals 

EBA 497 Centra Township of Cramahe 
EBA 587 Union Town of Thornbury 

EBA 588 Union Township of South Dumfries 

EBA 589 Union Town of Paris 

EBA 590 Union City of Cambridge 

EBA 593 Union Town of Clinton 

EBA 594 Union Township of McKillop 

EBA 596 Union Town of Kingsville 

EBA 597 Centra Township of Morley 

EBA 598 Union County of Wellington 

EBA 599 Union Township of Brantford 


CASE 


TYPE FILE NUMBER APPLICANT CASE DESCRIPTION 
Franchise Approvals (continued) 
EBA 600 Union Township of Lobo 
| EBA 601 Union Township of Tyendinaga 
| EBA 602 Centra Township of Springer 
EBA 603 Union Town of Leamington 
EBA 604 Union Town of Dundas 
EBA 605 Union Regional Municipality of Waterloo 
EBA 606-1 Centra Town of Fort Frances 


Other Ontario Energy Board Orders 


EBO 171 Consumers Gas 


Acquisition of shares of Tecumseh from Imperial Oil 


Certificates of Public Convenience & Necessity 


EBC 196 
EBC 197 


Centra 
Centra 


Front of Leeds and Lansdowne 
Township of Morley 


Reports to the Minister of Natural Resources on Permits to Drill Wells 


EBRM QE Union Enniskillen storage pool 
_EBRM 98 Union Dawn and Waubuna storage areas 
EBRM 99 Union Dawn 7-25-II well 
_EBRM 100 Centra Oil Springs east storage pool 
Uniform Accounting Orders 
| UA 86 Union Deferral account — bundled T-Service receipt contract 


rate R1 


An operator at the control panel of unit 1 of Ontario Hydro’s Darlington nuclear generating station 


ONTARIO HYDRO REVIEW 


BULK POWER RATES PROPOSAL HR 19 


On March 27, 1990, the Minister of Energy referred to the Board Ontario Hydro’s proposal to increase 
its bulk power rates by 7.8 percent, effective January 1, 1991. This 7.8 percent change would be in 
addition to a 7 percent increase in electricity prices due to the implementation of the federal goods 


revenue requirement of $7,486 million, which represented an increase of $738 million over 


and services tax (GST), introduced on January 1, 1991. The proposal of 7.8 percent was based on a net 


1990 revenue. 


O.J. Cook, senior Board member, 
reviewing the evidence in prepara- 
tion for a hearing 


In May 1990, Ontario Hydro identified an additional $189 million in costs for fiscal 1991. These 
costs would require either the use of its reserve for contingencies and rate stabilization fund to keep 
the rate increase at the 7.8 percent level or a 10.4 percent rate increase, if its statutory debt retirement 
appropriation was to be met. 

The Board Report, issued on August 31, 1990, contained fifty recommendations. It included a 
recommended rate increase of 7.8 percent and urged Ontario Hydro to cut $150 million from its 
operational budget. The Board further recommended that Hydro reduce its costs by an additional $40 
million in order not to exceed the 7.8 percent increase while still meeting its statutory debt retirement 
obligations. The Board indicated that a higher rate increase would be undesirable because of financial 
pressures on Hydro and the implementation of the GST in 1991. 

Among the other recommendations were suggestions that Hydro’s acid gas emission limit be 
reviewed, as well as Hydro’s decision to “demothball” the R.L. Hearn generating station in Toronto. 
The Board suggested that nuclear power production should be recognized as an essential service, 
since it satisfies over 50 percent of Ontario’s electricity needs and is vulnerable to industrial strike 
action from the operators and supervisors licensed by the Atomic Energy Control Board (AECB). The 
Board also believed that the date at which the Darlington nuclear station would be in service would 
be delayed again. Other recommendations were that the pension provisions of the Power Corporation 
Act should be in keeping with the proposed Pension Benefits Act, and that Hydro’s average 
compensation levels should more closely resemble those of comparable employers. The Board 
recommended that Hydro officially adopt the minister’s long-term target for non-utility generation of 
electricity, and that Hydro hold a workshop on its avoided cost of generation so that industry may 
make more fully informed submissions to the demand/supply plan review before the Environmental 
Assessment Board. 

In its proposal Ontario Hydro also wished to revise its net income policy. The Board deferred 
examination of this issue until the fall to examine fully all the implications. The hearing was held ona 
number of days intermittently between September 18 and November 2, 1990. The Board 
recommended in its final Report dated January 31, 1991, that Hydro establish its net income policy on 
an interest coverage approach for fiscal 1992, and that it discuss the possibility of a return on equity 
approach with the Minister of Energy as an appropriate policy for the remainder of the 1990s. 


OTHER REFERENCES 
ACQUISITION OF THE CONSUMERS’ GAS COMPANY LTD. EBRLG 35, 35-1, 35-3 


British Gas plc applied to the Board on March 16, 1990, in accordance with Section 26 of the Ontario 
Energy Board Act, for leave of the Lieutenant Governor in Council to offer to purchase the common 
shares of Consumers Gas. The offer for Consumers Gas’ common shares would be made by a wholly 
owned Canadian subsidiary of British Gas pursuant to an agreement signed between British Gas and 
GW Utilities Limited (the corporate parent of Consumers Gas) on March 7, 1989. 

On April 20, 1990, the Lieutenant Governor in Council issued an Order in Council requiring the 
Board, in accordance with Section 36 of the Act, to hold a hearing and report on certain matters 
related to the proposed offer. 

The application and the reference were combined by the Board and the hearing commenced on 
June 26, 1990. The proceedings were completed with final reply argument being received on August 
7,1990. The Report of the Board was issued on October 15, 1990. 

Based on its findings and conclusions, the Board reported that, on balance, the proposed 
transaction was not contrary to the public interest provided British Gas and its affiliates meet certain 
conditions prior to the formal granting of approval and agree to execute undertakings recommended 
by the Board. The Board recommended the following conditions: 
¢ The requisite approval pursuant to the Investment Canada Act shall have been obtained and 

provided to the Lieutenant Governor in Council. 

e The recommended Undertakings shall be given formally to the Lieutenant Governor in Council to 
become effective on the closing date of the British Gas/GW agreement. 
° British Gas and its affiliates shall have submitted a detailed plan, satisfactory to the Lieutenant: 

Governor in Council, to reinstate the public float as described in the Undertakings. 

* British Gas and its affiliates shall have submitted a detailed plan, satisfactory to the Lieutenant 

Governor in Council, to organize Consumers Gas’ treasury operations within Consumers Gas. 


¢ British Gas and its affiliates shall satisfy the Lieutenant Governor in Council that the immediate 
parent of Consumers Gas is incorporated and headquartered in Ontario. 
The purchase of Consumers Gas was completed on December 14, 1990. 


NATURAL GAS RATES APPLICATIONS 
CONSUMERS GAS 


Main Rates Review — Fiscal 1990 EBRO 464 

The Board Energy Returns Officer audited Consumers Gas in 1989 and, based on his findings, the 
Board decided to review Consumers Gas’ 1990 rates in a limited-issues hearing. Consumers Gas’ 
evidence indicated a projected revenue deficiency of $10.3 million based on a request for a 14 percent 
rate of return on common equity and a 35 percent equity ratio. 

The hearing commenced on April 19, 1990, and was completed on May 2, 1990. Matters relating to 
rate of return on common equity for Consumers Gas’ 1990 and 1991 fiscal years were heard 
concurrently. 

In its Decision dated July 19, 1990, and Addendum dated August 2, 1990, the Board found a 
revenue sufficiency of $6.0 million. The Board found a rate base of $ 1.539 billion, and a return on 
equity of 13.25 percent on a 35 percent common equity ratio. 


Summary of Financial Data 
Fiscal 1990 


Requested Allowed 
$ million 
Rate base 1579.1 1,539.4 
Utility income 1907 190.7 
Gross revenue deficiency / (sufficiency) 10.3 (6.0) 
- Percentage 
Indicated rate of return 12.08 2239 
Required rate of return 12.45 12.17 
Common equity ratio 35.00 35.00 
Rate of return on common equity 14.00 13:25 


Main Rates Application — Fiscal 1991 EBRO 465 


On December 1, 1989, Consumers Gas applied to the Board for an increase in its rates for its 1991 
fiscal year based on a projected revenue deficiency of $50.8 million. Prior to the commencement of the 
hearing, Consumers Gas updated its evidence indicating a projected deficiency of $35.1 million based 
on a request for a 14 percent return on common equity and a 35 percent equity ratio. The update also 
reflected the new cost of gas arising out of the Amending Agreement between Consumers Gas and 
Western Gas Marketing Limited dated September 5, 1990. With respect to gas supply costs, 
Consumers Gas was seeking approval of a price of $2.02 per gigajoule for the contract year begining 
November 1, 1990. Before the hearing concluded, Consumers Gas indicated that its deficiency would 
increase by a further $30.1 million based on the TransCanada PipeLines Limited (TCPL) interim toll 


increase of January 1, 1991. . 
The hearing of evidence began on November 20, 1990, and concluded on January 8, 1991, lasting a 


total of twenty-four hearing days. 

In its Decision with Reasons dated March 1, 1991, the Board found a revenue deficiency of $27.8 
million (excluding the impact of the TCPL toll increase) and directed Consumers Gas to increase its 
rates effective October 1, 1990, to recover the deficiency. With respect to the TCPL interim toll 
increase, the Board accepted the company’s evidence and directed Consumers Gas to increase its rates 
as of April 1, 1991, to recover the annualized impact of the increase of $30.1 million. The Board also 


approved the gas cost consequences of the Amending Agreement. In addition the Board direc- 
ted Consumers Gas to use the 1991 purchased gas variation account (PGVA) to record 


variances in prices of gas acquired by Consumers Gas between the effective date of the TCPL rate 
increase and April 1, 1991. 

In the two most recent Consumers Gas decisions the Board had expressed concern about the 
company’s labour productivity and the significant increases in its staff since 1987. The Board directed 
Consumers Gas to bring evidence to its next rate hearing of an effective program to implement, 
measure, and reward improvements in productivity. 


Summary of Financial Data 


Fiscal 1991 
Requested Allowed 
$ million 
Rate base 1,709.9 1,665.2 
Utility income 19355 186.1 
Gross revenue deficiency Sisyll 27.8 
Percentage 

Indicated rate of return AES2 11.18 
Required rate of return 2.46 12572: 
Common equity ratio 35.00 35.00 
Rate of return on common equity 14.00 13.125 


ICG (now CENTRA) 


Main Rates Application — Fiscal 1991 EBRO 467 

ICG applied to the Board on August 3, 1990, for an increase in rates for its 1991 fiscal year based ona 
projected revenue deficiency of $2.7 million. The projected revenue deficiency was later amended to 
$10.8 million largely to reflect an interim increase in TCPL’s tolls and a change in the company’s 
request for a return on common equity. The revised revenue deficiency was based on a request for a 
15 percent rate of return on common equity and a 36 percent equity ratio. 

On November 5, 1990, the hearing of Phase I (revenue requirement) evidence began. Under ICG’s 
application, the Fort Frances customers would be subject to a rate increase over and above the system- 
wide proposed increases. The Town of Fort Frances brought a motion before the Board on November 
13, 1990, requesting that part of the hearing be held in the town. The Board decided that the 
customers in the Fort Frances area ought to be given an opportunity to attend the hearing, not only to 
be heard by the Board, but also to hear the evidence and cross-examination presented to the Board 
that specifically dealt with the Fort Frances increase. Consequently the Board began the hearing of the 
Phase II (cost allocation and rate design) evidence in Fort Frances on November 27, 1990. The Board 
also granted funding to the town under the Intervenor Funding Project Act. 


The Town of Fort Frances welcomes the Board Si, : 


Compressor lifted into place at Centra’s Oil Springs East storage facility 


On December 3, 1990, the Board began hearing evidence related to the 1990 Gas Pricing 
Agreement signed by ICG and Western Gas Marketing Limited. ICG had requested that the Board 
approve the gas cost consequences of the 1990 Gas Pricing Agreement for the period from November 
1, 1990, to October 31, 1993. 

On January 21, 1991, the Board began hearing the remaining Phase II evidence. ICG applied for, 
among other things, a new cogeneration rate and rates intended to promote the use of certain energy 
efficient technologies. 

The Board’s Decision had not been issued by the close of the fiscal year. 


NRG 


Main Rates Application — Fiscal 1991 EBRO 468 

NRG applied to the Board on June 15, 1990, for a rate increase for its 1991 fiscal year beginning 
October 1, 1990. On October 1, 1990, the Board declared NRG’s then existing rates to be interim fora 
period not to exceed one year. The company projected a revenue deficiency of $472,990 based on a 
requested return of 15.04 percent on a utility rate base of $4,324,855. 

The hearing was held on October 17 to 19, was adjourned, and reconvened for one day on 
December 10, 1990. In its Decision with Reasons, dated February 28, 1991, the Board found a revenue 
deficiency of $158,178 based on a total rate base of $4,245,172 and a rate of return on that rate base of 
13.04 percent. The Board found a 14 percent rate of return on common equity on a 32.1 percent 
common equity ratio. The effective date for the new rates was October 1, 1990, and the implemen- 
tation date was set by the Board at April 1, 1991. The Board directed NRG to recover the deficiency 
for the period October to March 1991 through a “one-time” charge to be added to customer bills in 


two instalments. 


ONTARIO HOUSING CORPORATION 


Rate Adjustment Application EBRO 459 
On February 14, 1989, the Ontario Housing Corporation (OHC) applied to the Board for an order 
fixing the amount of the discount with respect to the competitive market rate adjustment (CMRA) 
and volume related automatic discount (VRAD) to be applied by Consumers Gas for the combined 
volumes of gas delivered to 60 OHC locations during the period November 1, 1986, to February 
24, 1988. The Board ordered that the hearing of the OHC application be concurrent with the 


hearing of the Consumers Gas EBRO 465 application. The portion of the joint hearing devoted to the 
OHC application took place on December 12, 13, and 18, 1990, and January 8, 1991. 

The Board issued its Decision with Reasons on March 21, 1991. It found that OHC was not eligible 
to receive a higher CMRA/VRAD discount by combining the volumes delivered to the 60 locations 
under its contract, and disallowed OHC’s claim that it was due a rebate of $879,203. The Board, 
however, ordered Consumers Gas to refund $35,000 to OHC, at the expense of its shareholders, for 
classifying Regent Park at too high a rate. 


TECUMSEH 


Main Rates Application — Fiscal 1991 EBRO 466 

On February 1, 1990, Tecumseh applied to the Board for a rate increase for its 1991 fiscal year, based 
on a projected deficiency of $2.009 million. This projected deficiency was later amended to $0.592 
million reflecting Tecumseh’s revised fiscal 1990/91 forecast, based on actual results for seven months 
and forecast data. The deficiency was based on a request for 13.50 percent rate of return on common 
equity and a 36.38 percent common equity ratio. 

As part of its pre-filed evidence, Tecumseh submitted a geological and reservoir engineering study 
that examined the issue of unaccounted-for base pressure gas. The study concluded that from 1964 to 
November 1990, 6.816 Bcf of base pressure gas had either migrated or been lost. As a result, Tecumseh 
proposed to reduce its base pressure gas account in rate base by $6,969,159 in total over the next ten 
years for recovery in rates. Rate base for fiscal 1991 was forecast at $91 million. 

The hearing of evidence began on March 5, 1991, and lasted five days. The Decision of the Board is 
still pending at the close of the fiscal year. 


UNION 


Main Rates Application — Fiscal 1992 EBRO 470 

Union Gas Limited applied to the Board on August 29, 1990, for a rate increase for its 1992 fiscal year 
commencing April 1, 1991. The original submission was amended in December 1990 to reflect higher 
TCPL tolls and a preferred share issue, planned for the test year, of $75 million. Under this amended 
final submission, Union's projected revenue deficiency was $55.729 million, based on a rate base of 
$1.505 billion, a 14.75 percent rate of return on common equity, and a 29 percent common equity ratio. 
Approval of this deficiency by the Board would result in a rate increase for residential customers of 
about 4 percent. 

The hearing began on January 7, 1991, and lasted for twenty-two days. The portion of the hearing 
on 1992 revenue requirements included a review of Union’s cost of capital and gas supply contracts. 
The hearing also reviewed matters of cost allocation and rate design. In its Decision with Reasons 
dated April 2, 1991, the Board found a rate base of $1.484 billion, a return on common equity of 13.5 
percent, and a total revenue deficiency of $40.471 million. 


Summary of Financial Data 
Fiscal 1992 


Requested Allowed 
= = 
$ million 
Rate base 15052. 1,484.7 
Utitlity income 152.6 15257, 
Gross revenue deficiency _ O07 40.4 
Percentage 
Indicated rate of return 10.14 10.28 
Required rate of return 22S TS2 
Common equity ratio 29.00 29.00 


Return on common equity 14.75 13.50 


FACILITIES APPLICATIONS 
CONSUMERS GAS 


Town of Deep River EBLO 231 

On October 11, 1989, Consumers Gas applied to the Board for authorization to construct an NPS 4 
transmission line to serve the Town of Deep River. The Board had considered, and rejected, a similar 
application in 1986. 

The hearing was held in Toronto on April 26, 27, and May 1, 1990. The major issue in the hearing 
was the economic feasibility of the project. The Board issued an Interim Decision on June 18, 1990, 
allowing the project to proceed provided Consumers Gas negotiated a contribution in aid of 
construction of $400,000 to raise the benefit-to-cost ratio from 0.38 to 0.70. The Board allowed 
Consumers Gas until December 31, 1990, to provide evidence that such a financial contribution had 
been negotiated. 

By letter dated December 17, 1990, Consumers Gas requested an extension of the deadline until 
June 30, 1991. The hearing was reconvened on January 17, 1991, at which time the Board heard 
evidence that Consumers Gas and the Town of Deep River had began to negotiate a financial 
contribution. The Board granted the request for an extension of the deadline to June 30, 1991. 


Parkway Belt West EBLO 235 

On September 28, 1989, Consumers Gas applied to the Board for leave to construct 13 kitometres of 
NPS 36 pipeline as an extension of its Parkway Belt system from a point west of Albion Road in 
Mississauga to its Keele Street station in Toronto. The hearing was held on March 20, 1990. This 
section of pipeline was approved by the Board in its Decision dated May 4, 1990, and construction 


was completed in the summer of 1990. 


Consumers Gas constructing forms for concrete valve supports in its extension of its Parkway Belt West pipeline 


ICG (now CENTRA) 

Front of Leeds and Lansdowne EBLO 236 

On March 5, 1990, ICG applied for a certificate of public convenience and necessity to serve 
Lansdowne in the Township of the Front of Leeds and Lansdowne and for leave to construct an NPS 
4 transmission line from the TCPL transmission line approximately 6 kilometres to Lansdowne. 

The hearing took place on September 26 and 27 and October 3, 1990. Consumers Gas intervened 
and opposed the application. Although both Consumers Gas and ICG held valid uot: 
agreements to serve the township, only Consuniers Gas held the necessary certificate of public 
convenience and necessity. The major issue was that of economic feasibility, which was based on 
the assumption that the Lansdowne Distribution Centre, a warehouse and truck terminal, 


Consumers Gas bores under Keele Street as part of its Parkway Belt West pipeline extension 


would be constructed by 1992. Without the distribution centre the profitability index of the project, as 
computed by Centra, dropped to 0.57. 

The Board did not approve the application. In its Decision with Reasons, dated December 14, 1990, 
it stated that it will not approve a project heavily dependent on one facility whose future is not 
assured. The Board concluded that the proposed system expansion by ICG into Lansdowne is not 
within the public interest. The Board also directed that four customers being served improperly by 
ICG in the township be transferred to Consumers Gas. 


UNION 


Dawn—Trafalgar Pipeline Expansion EBLO 234 

Phase I Kirkwall to Hamilton 

On July 24, 1989, Union applied for leave to construct three sections of NPS 48 pipeline along the 
Dawn-Trafalgar transmission system, which runs from Lambton County to the Regional Municipality 
of Halton. The first section was 48.5 kilometres in length from the Lobo compressor station to the 
Beachville transmission station. The second section was 10.3 kilometres from the Kirkwall valve site 
to the Hamilton valve site. The third was 11.0 kilometres from Milton to the Parkway compressor 
station. The hearing of this case was in two phases. Phase I, the Kirkwall-to-Hamilton section, was 
approved by the Board on March 12, 1990, and it was constructed in the summer of 1990. ; 


Phase II Lobo to Beachville and Milton to Parkway 
The hearing for Phase II of the proposed expansion involved the participation of the Middlesex- 
Oxford Landowners Committee and Association. This group had specific concerns with the Lobo-to- 
Beachville section of the pipeline and about the routing of future Union pipelines along the Dawn- 
Trafalgar corridor. Also at issue was whether the construction of all of the 48.5 kilometres of the 
Lobo-to-Beachville section of pipeline was needed. . 
The Board in its Decision dated August 31, 1990, concluded that Union had only demonstrated the 
need to construct the section of pipeline from Lobo to St Marys (approximately 30 kilometres), in 


s 


addition to the Milton-to-Parkway section. The Board stated in its Decision that it would reopen 
Phase II to hear additional evidence by Union on the need for the St Marys-to-Beachville section. The 
Board also directed that independent inspectors be hired by a committee composed of representatives 
of the landowner group and Union and a staff member of the Board. This committee hired an 
independent firm to inspect construction of the Lobo-to-Beachville section in the summer of 1991. 
Following a reopening of the hearing on the St Marys-to-Beachville section the Board approved the 
pipeline in its Decision dated April 16, 1991. 


Kitchener/Waterloo Pipeline EBLO 237 

On September 13, 1990, Union applied to the Board for leave to construct 33.4 kilometres of NPS 16 
pipeline from the Owen Sound valve site north to its St Jacob’s compressor station in order to increase 
the security of supply to the cities of Kitchener and Waterloo. The hearing was held on November 27, 
1990. The Board issued its Decision on February 22, 1991, approving this section of pipeline for 


construction in the summer of 1991. 
@eeeee@ooeaeoeooeeeseseeeod 


GAS STORAGE AND DRILLING PERMIT APPLICATIONS 
UNION 


Enniskillen 28 Pool EBRM 95-1 

A reference was received from the Minister of Natural Resources dated June 25, 1990, requiring the 
Board to report on two drilling permits sought by Union in the Enniskillen 28 Pool located in a desig- 
nated gas storage area. A public hearing was held on February 19 and 20, 1991. 

The Board in its Report dated April 15, 1991, recommended approval of the permit applications 
subject to environmental conditions intended to mitigate the impact of such drilling operations. The 
Board also recommended that Union be required to construct a temporary access road to the two 
proposed well sites. 


Observation Wells EBRM 98 
The Minister of Natural Resources, on December 14, 1989, referred three applications for Al 
carbonate observation wells in the Dawn and Waubuno designated storage areas to the Board. Letters 
of consent signed by the affected property owners were filed by Union for these wells, and the Board 
met with officials of Union on July 31, 1990, to review the applications. 

The Board issued its Report on August 16, 1990, in which it recommended approval. 


Brine Disposal Well EBRM 99 

Union applied to the Minister of Natural Resources on March 3, 1990, for a permit to drill a brine 
disposal well on its property at the Dawn operations centre in Lambton County. The application was 
referred by the minister to the Board on April 27, 1990. Union did not provide the Board with any 
prefiled material until February 26, 1991. The application is awaiting the outcome of discussions 
between Union and staff of the petroleum resources section of the Ministry of Natural Resources, 
which will determine which fluids may be disposed of into the Detroit River formation using the 


well. 


ICG (now CENTRA) 
Oil Springs East Pool EBRM 100 
ICG applied to the Minister of Natural Resources on September 4, 1990, for a permit to drill an Al 
carbonate observation well in the Oil Springs East Pool. As required by Section 23 of the Ontario 
Energy Board Act, the minister referred the application to the Board for consideration. The 
application was made pursuant toa condition in the Board’s Decision with Reasons (EBO 167/EBLO 
233) dated February 8, 1990, authorizing ICG to inject gas into, store gas in, and remove gas from the 
pool. 

The Board issued its Report on January 18, 1991, recommending approval of the permit without a 
hearing, subject to environmental conditions intended to mitigate the impact of drilling the well and 


4 


moving heavy equipment to the well site. 


GLOSSARY OF TERMS AND ACRONYMS 


Argument The final step in a hearing, during which participants summarize their positions on 
various matters of concern based on the evidence adduced. 


Bcf One billion cubic feet, a measure of gas equivalent to 28.328 million cubic metres. 


Board Order A legal document directing the implementation of a Board Decision. An Order is 
binding on the indicated parties. 


Board Recommendation Usually contained in a Board report to a minister or to the Lieutenant 
Governor in Council, on Ontario Hydro or some other energy-related matter. Board 
recommendations are not binding except in matters set out under Section 23 of the Ontario Energy 
Board Act. 


Bulk Power Rates Wholesale electricity rates to municipalities and certain industrial customers of 
Ontario Hydro having an average annual power demand of 5,000 kilowatts or more. 


Bypass The total avoidance of the local distribution company’s system for the transportation of gas. 


Designated Gas Storage Area A land area containing geological formations into which the Board 
may authorize a person to inject, store, and remove gas. Injection of gas for storage into any 
geological formation outside a designated storage area is prohibited under Section 20 of the Ontario 


Energy Board Act. 
Direct Sales Purchases of natural gas supply negotiated between producers and end-users at prices 
excluding transportation; pipeline transportation arrangements must be negotiated separately with 
TCPL and the local distribution utility. 

Gigajoule (GJ) A measure of energy content in fuel. A typical residential consumer of gas might use 
about 130 gigajoules per year for household heating (one GJ of thermal energy equals approximately 
0.95 million cubic feet of natural gas). 


GWh_ Gigawatt hour 


Interrogatories Written requests for the supply of additional information, or clarification of 
information already received. 


Intervention Notice of intent to participate in hearings, stating the interest in the proceeding. The 
person or group is called an intervenor. 


LDC Local distribution company 
Non-Utility Generation (NUG) Generation of electricity by a privately owned company. 


NPS Nominal pipe size; for example, NPS 24 refers to a pipe with an approximate exterior diameter 
of 610 mm or 24 inches. 


Ontario Pipeline Coordination Committee (OPCC) An interministerial committee, chaired by a 
member of the OEB staff, and including designates from those ministries of the Ontario government 
which collectively have a responsibility to ensure that pipeline construction and operation have 
minimum undesirable impact on the environment. The environment, perceived in a broad sense, 
covers agriculture, parklands, forests, wildlife, water resources, social and cultural resources, public 
safety, and landowner rights. 


Rate Base The amount that a utility has invested in assets that are used or useful in providing 
service, minus accumulated depreciation, plus an allowance for working capital and any other items 
which the Board may determine. Rate base may also be net of accumulated deferred income taxes. 


Rate of Return on Common Equity Utility income, after tax, expressed as a percentage of the amount 
of common equity approved for inclusion in the utility’s capital structure. 


Rate of Return on Rate Base Utility income, after tax, that a utility is allowed to earn expressed as a 
percentage of the rate base. Note that this return is not guaranteed to the utility. Rather, this is the 
return that the company has a reasonable opportunity to earn given forecast conditions. 


Revenue Requirement The allowed expenses of the utility are added to the allowed return on rate 
base to obtain the amount of revenue the utility must recover through rates to cover its costs of 
providing service. 


Spacing Unit A prescribed area (generally 50 acres) established by regulation for the purpose of 
drilling a well for the production of oil and gas. 


TCPL TransCanada PipeLines Limited 
Test Year A prospective period of twelve consecutive months (usually the company’s next full fiscal 
year) for which projections of revenues, costs, expenses, and rate base are examined by the Board in 


order to set rates which will allow the utility the opportunity to earn a reasonable rate of return. 


Throughput Gas sales, direct purchase and transportation volumes, and, where applicable, storage 


volumes. 
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